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EEL can do so many jobs so well 





25 Types of Steel are available in 
USS National Seamless Tubes for use in 
petroleum refineries and other locations 
involving corrosion and elevated tempera- 
tures. United States Steel maintains a 
large staff of experts to recommend the 
grade of steel that will give long service, 
without excess cost. 


BR: 


Kashi Ram is an Indian Rhinoceros at the Chicago Zoological Park, Brookfield, Ill. He’s 
5’ 10” high, 12 feet long, and weighs 4,000 pounds. United States Steel built and erected the 
rhinoceros-proof fence at the front of Kashi Ram’s cage. The bars are 154” (outside diameter) 
extra-strong pipe welded through heavy steel channel sections. 
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Baby S First Ride. The table support- 
ing that incubator is made from stainless 
steel. Every modern hospital is a show- 
place for stainless steel. This lustrous 
metal is hard, easy to clean, and it resists 
corrosion like nothing else. USS Stainless 
Steel is available in many forms, including 
sheets, plates, rods, tubing, wire—even in 
the form of I beams. 


a 
There S$ a Steel Hotel in Georgia. It’s built like a wheel, with a 1500-seat auditorium 
for the hub. The wings radiate like spokes of the wheel, so that every guest has an outside 
room. Steel construction allows greater comfort per dollar of cost. 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every other 
week by United States Steel. Consult your local newspaper for time and station. 


UNITED STATES STEEL wu. >... 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 


OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY .. Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY * UNIVERSAL ATLAS CEMENT COMPANY 
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perimentation in Russia suggests there has 
been no basic change in Communist phil- 
osophy or objectives. One Moscow radio 
commentator recently said that Soviet moves 
had successfully checkmated western policy, 
which was “in the throes of a profound 
crisis.” A purely European collective secur- 
ity seems to be favored by the Soviet, 
primarily because if America can be edged 
out, the Soviet would be dominant on the 
continent. If Geneva has done nothing else, 
however, it has once more demonstrated the 
unity, patience and imagination of the west- 
ern powers, upon which, in the long run, the 
solution of world tensions may depend. 
—Photo from Trans World Airlines, Inc. 
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THE 192 COMMON TRUST FUNDS which have 
been in existence long enough to have 
issued an annual report held assets total- 
ing $1,659,000,000 as of the first quarter 
of 1955, representing an increase of 
$363,000,000 in one year. These funds are 
accommodating the investment needs of 
66,089 individual trust accounts, provid- 
ing a wide range of investment diversifi- 
cation. Of the above amount, $791.5 mil- 
lion, or about 47%, is invested in common 
stocks. Details of the study of the hold- 
ings of these funds for 1955 and 1954 ap- 
pear at page 650. 


FEDERAL RESERVE APPROVED REDISCOUNT RATE 
RISE TO 2% at three regional banks and to 
24% at Cleveland on August 3rd. The re- 
maining eight branches were expected to 
follow. This action implements the inten- 
tion of monetary authorities to "sustain 
overall prosperity; discourage excessive 
borrowing, and protect the buying power of 
the dollar." The Administration has dis- 
played apprehension regarding record con- 
Sumer credit totals and has also tightened 
up regulations under Federal mortgage in- 
surance programs...NEW YORK Prime Rate 
Boost to 34% followed the Federal Re- 
serve's action. With the season of tradi- 
tional loan expansion nearing and most 
institutions in tight loaning position, 
this awaited development only needed a 
trigger such as the news from Washington. 


PEOPLE OFTEN OVERLOOK the really im- 
portant facts of daily economic living. 


But for three years the costs of necessi- | 


ties — food, clothing, housing, transpor- 
tation, education and utilities, have been 
Steady. It's in the "fancies," special- 
packaged foods, extra equipment on bigger 
cars, higher rent or construction of bet- 
ter homes in better neighborhoods, and 
higher quality or more extensive ward- 
robes, that the added expense has been 
felt. Also in the "durable" commodities 
which are not bought weekly or monthly but 
once in a span of years. Or in the luxur- 
ies, to which we have become more and more 
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accustomed (e.g. air-conditioners, bigger 
TV sets)...Whom do we have to thank? A 
government philosophy — a practice — of 
holding the line against inflation, and 
the technology and capital that have pro- 
vided more effective tools to increase 
productive labor efficiency. 


12 UNION WELFARE FUNDS HAVE INCREASED 
YIELDS by as much as 1% as compared with 
bonds through limited equity investment, 
according to a study by the New York City 
pension consultants Martin E. Segal & 

Co. Against an estimated return of 2.7% 
from Government bonds, these funds are 
netting from 2.93% to 3.69%, exclusive of 
capital gains. Although stocks are se- 
lected for long-range growth potential, 
speculative profits are not the motive. 
Even in recession, the funds would be 
fully funded by the fixed income section 
of the portfolios, thus obviating forced 
Stock liquidation. The advice of trust 
companies is reported as having influenced 
these 12 funds to depart from the tradi- 
tional "bonds only" pattern. Report on 
page 656. 


REAL ESTATE, AN INVESTMENT ORPHAN COM- 
PARED TO COMMON STOCKS, has been posting 
record appreciation in values as families, 
cities, and utilities such as roads and 
shopping centers, spread out with the 
growth of a prosperous population and in- 
creased transportation demands. The fact 
that a number of union pension funds are 
investing in realty ($250 million this year 
by a New York group) indicates the possi- 
bility that real property interests may be 
in for more attention on the part of indi- 
vidual trusts. Lease-backs to chain stores 
and other prime risks are cited as offer- 
ing an additional outlet for trusteed 
funds, and more attention will presumably 
be paid to the growth prospects of realty 
left in trust estates under appropriate 
management powers. 


DIVIDENDS ARE THE LARGEST SOURCE OF IN- 
COME of taxpayers with incomes over 
$150,000, but have become of less relative 
importance to those with less than $10,000 
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incomes, according to the Treasury's Sta- 
tistics of Income for 1951 (latest year 
compiled) and 1946. Salaries accounted for 
80% of the $202 billion gross adjusted in- 
comes on the 55 million returns in 1951 
and dividends for $6 billion or 3% — com- 
pared with 2.7% five years before. But 
$1.2 billion of these went to people with 
incomes over $100,000 and accounted for 
30.6% of their total incomes, aggregating 
$3.9 billion. In both years, however, 
dividend receipts were exceeded only by 
those from "Business & Professional in- 
comes," and, of course, Salaries... 


Interest income accounted for about 2% 
of gross in the over $100,000 class in 
both years, although rising in dollar 
amounts by $22.5 million — against an in- 
crease of $656 million from dividends. 
Only above the $10,000 incomes, on aver- 
age, do dividends exceed one-tenth of 
gross, a Significant fact in considering 
the stock market stake of the 52 million 
taxpayers in the under "$10,000 brackets." 


Annuities and Pensions, Interest and 
Estate and Trust income were minor contri- 
butors in the overall picture, the former, 
for example, increasing only from .17% to 
.25% in the five years, although somewhat 
more than doubling in dollar amount to 
$500 million. Incomes from estates and 
trusts, however, accounted for 11% of 
gross incomes over $100,000 in '5l, 
against 9.7% in '46, while salaries, at 
17.8% in '51, were but slightly over half 
the receipts from dividends and interest. 


LEGISLATION ROUND-UP: As the legislative 
year draws to a close, here are some note- 
worthy items in addition to those already 
reported in earlier issues. Maine has in- 
troduced a new method of taxing joint ten- 
ancy property; Missouri and Florida have 
taken opposite approaches to the question 
of the right of non-residents to serve as 
fiduciary for local decedents, the former 
liberalizing its attitude, the latter 
Still further restricting its existing 
policy. Congress passed H.R. 6887 which 
provides an estate tax deduction for state 
death taxes paid on transfers to chari- 
table, etc. organizations. The deduction 
will not affect the regular credit for 
State death taxes paid. (See page 685.) 


$1-A-YEAR TRUST FUNDS: The "conflict-of-= 
interest" law which prohibits Federal of- 
ficials from holding a stock or partner- 
ship interest in firms doing business with 
the Government, imposes an unjust and un- 
necessary penalty on our ablest business 
leaders entering public service. Reuben 
Robertson, nominated for Deputy Secretary 
of Defense, is the latest to be ordered to 
sell his stockholdings in two companies. 
It should be made possible for government 
officials, during their term of service, 
to trustee such holdings in a manner to 
preclude gain yet avoid sacrifice. For ex- 
ample, the trustee could be required to 
pay over to the government any income in 
excess of the rate received by the trustor 
before entering government service, as 
well as any capital gains during the 
period. 





Western Trust Conference 
Program Set 


29th Western Regional Trust Confer- 
ence of the American Bankers Associa- 
tion will be held at Hotel St. Francis, 
San Francisco, October 13 and 14, 
The advance program which has been 





announced by Trust Division president 
George C. Barclay, who is vice presi- 
dent of the City Bank Farmers Trust 
Co.. New York City, follows: 


Oct. 13—9:45 A.M. 
Address by Merle E. Selecman Exec- 
utive Manager, A.B.A. 


“Federal and State Income Taxes”— 
Brent M. Abel. McCutchen, Thomas, 
Matthew, Griffiths, and Greene, San 





Francisco. 


“Legislation” —W. T. Fitzgerald, 


tive Morrison, Foerster, Holloway, Shuman. 
, 000 and Clark, San Francisco. 


STATES BAUcUsT 1955 


“Estate and Inheritance Taxes”—Ro- 
bert C. Harris, Heller, Ehrman, White, 
and McAuliffe, San Francisco. 


“Pension Trusts’—Joseph L. Selig- 
man, Jr., Pillsbury, Madison, and Sutro, 
San Francisco. 


Oct. 13—2:00 P.M. 


“Investing for Trusts’—Arthur J. 
O’Hara, Vice President, The Northern 
Trust Company Chicago, Illinois. 


Workshop Sessions: 


“New Business” 
announced). 


(leader to be 


“Personnel Training’—Ralph E. 
Boynton, Leader, Assistant Director 
of Staff Training, Bank of America 
N.T.&S.A., San Francisco. 

“Life Insurance in Estate Plan- 
ning’”—Cameron Hurst, Leader, New 


York Life Insurance Co., San Mateo, 
Cal. 


Oct. 14—9:45 A.M. 


“Uses for Living Trusts’—Mr. Bar- 
clay. 

“Know Your Costs” — Bradley B. 
Brown, vice president, senior trust off- 
cer and secretary, American Trust Co., 
San Francisco. 


“City Planning—lIts Relationship to 
Real Estate Management”—Paul Opper- 
mann, Director of City Planning, City 
and County of San Francisco. 


Oct. 14—2:00 P.M. 


“Trust Administration From Direc- 
tor’s Viewpoint”—Frederic B. Whitman, 
president, Western Pacific Railroad Co., 
Director, Bank of California N.A., San 


Francisco. 


Trustee Supervision of Oil and Gas 
Leases”—David Reed, vice president 
and trust officer, First National Bank 
in Dallas. 
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T THE ANNUAL MEETING OF THE 

Million Dollar Round Table, White 
Sulphur Springs, W. Va., June 27-30, 
Internal Revenue Commissioner  T. 
Coleman Andrews emphatically endorsed 
the 1954 removal of the premium-pay- 
ment test for estate tax liability and 
thus dispelled rumors that its revival is 
being considered. 

Arthur F. Priebe, 
CLU, Penn Mutual 
Life, Rockford, IIl., 
was elected chair- 
man to succeed 
George B. Byrnes, 
CLU, New Eng- 
land Mutual Life, 
New York City, ef- 
fective October 31. 
The MDRT, a unit 
of the National Association of Life Un- 
derwriters, has a record membership of 
1,557, Mr. Byrnes reported, almost 
double the figure five years ago. Mr. 
Priebe announced that the 1956 Round 
Table meeting, to be held May 16-21, 
will be on the cruise ship Kungsholm, 
flagship of the Swedish-American line, 
en route and for a two-day stay at 
Bermuda. 


Howard D. Goldman, CLU, general 
agent of Northwestern Mutual Life, 
Richmond, Va., was advanced from 
member of the Executive Committee to 
vice-chairman, putting him in line for 
the chairmanship of the 1957 Round 
Table. William D. Davidson, CLU, 
Equitable Life Assurance Society, Chi- 
cago, was reelected to the Executive 
Committee, and Adon N. Smith II, CLU, 
Northwestern Mutual, Charlotte, N. C., 
was added to the executive group. 





ARTHUR F. PRIEBE 


Questioned on reports that have hint- 
ed at efforts to get the payment-of-prem- 
ium test reenacted, Commissioner An- 
drews’ responded that he knew of no 
such suggestions or even of any dis- 
cussion of that section of the code. He 
expressed the view that most members 
of the House Ways and Means Commit- 
tee and the Senate Finance Committee 
regard it.as a moral question and that 
he couldn’t conceive of this Congress 
or any future Congress going back to 
what he termed the “absolutely im- 
moral” basis in effect prior to the code 
revisions of last year. Mr. Andrews, 
who led in the movement to get the 
premium-payment test abolished, called 


634 


MDRT HEARS PREMIUM PAYMENT TEST IS OUT 


that test “one of the most immoral and 
vicious things ever written on the stat- 
ute books of any nation in the history 
of civilization.” 

Speaking as an accountant of 40 
years’ experience, Mr. Andrews men- 
tioned the “terrific losses” he had seen 
caused by lack of insurance. He praised 
the role of life insurance in making it 
possible for business to continue and 
not suffer a mortal blow through the 
death of one of the partners. 


With a record of 603 members, plus 
guests, it was impossible to conduct a 
question period, so Denis B. Maduro, 
attorney of New York City, asked Mr. 
Andrews the questions most likely to 
be of interest to the audience. One of 
these dealt with the feeling that some- 
times the Internal Revenue Service reg- 
ulations do not necessarily reflect the 
intent of Congress and on occasion may 
actually go against it. Mr. Andrews said 
that “this administration is committed 
to doing what Congress wants” but he 
said it is not always clear, even from 
reading the committee reports, exactly 
what Congress intended should be done. 
But, he emphasized, there is no inten- 
tion whatever to legislate by regulation. 


As for reports that some people 


know what is going to be in the regula- 
tions before they come out, Mr. An- 
drews said that not even the Revenue 
Service’s committee of advisers know 
what is going to be in the regulations 
in advance of their publication in the 
“Federal Register,” even though they 
know what subjects have been under 
discussion. 

Asked about the Revenue Service’s 
view on the Oates case decision of the 
seventh circuit Court of Appeals. per- 
mitting the spreading of an agent’s re- 
newal commissions after retirement, 
Mr. Andrews said the Revenue Service 
had taken a non-acquiescence stand on 
the decision because its chief counsel 
had considered it to be faulty. The 
Commissioner said it was his recollec- 
tion that the case did not contain the 
elements on which the Revenue Service 
could have asked the United States Su- 
preme Court for certiorari even if it 
had wanted to. 

Before Commissioner Andrews’ talk, 
Mr. Maduro spoke on five changes in 
estate planning under the 1954 revenue 
code. His remarks are excerpted at page 


636. 


(Other phases of the MDRT program 
will be covered next month.) 








Pause 


Ss 


Recent merger of First National Bank and National City Bank of New York has caused 

no change in the former’s “hat” tradition. Photo shows the seven rolltop desks and six 

of the seven hats belonging to the seven vice presidents of First National who occupy eat 
platform of new quarters at 55 Wall Street. 
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Estate Planning Techniques 


FIVE CHANGES SUGGESTED BY 


HIS DISCUSSION WILL BE RESTRICTED 
ee these five important changes 
made by the 1954 Code and affecting 
estate planning techniques: (1) The 
change which exempts from federal es- 
tate taxes the death proceeds payable 
under qualified pension trusts or profit 
sharing trusts and attributable to em- 
ployer contributions. (2) The change 
which exempts from federal estate taxes 
the death proceeds of personal life insur- 
ance policies in which the insured re- 
tained no incident of ownership, regard- 
less that he has paid any premium direct- 
ly or indirectly. (3) The change which 
includes as taxable income of a bene- 
ficiary a portion of the death proceeds 
of personal life insurance policies pay- 
able in instalments or as an annuity. 
(4) The change which includes as 
taxable income of the insured a portion 
of the maturity proceeds of endowment 
or retirement income policies payable 
in instalments. (5) The change which 
permits gifts to minors to qualify as 
gifts of present interest and to be exempt 
from federal estate taxes of the donor. 


In order to pinpoint our discussion, 
our approach will be to show the appli- 
cation of those five changes in the light 
of one type of client, — the corporate 
executive. He has a wife, and children of 
whom one or more are minors, and 
other dependents. His personal estate is 
large with a substantial amount of per- 
sonal life insurance and endowments. 
He is now receiving a high salary, and 
expects to receive increases. He is cov- 
ered under a qualified pension trust, a 
qualified profit sharing trust, a group 
life policy, and possibly all other types 
ef group coverages. 


I. Death Benefits 


Change No. 1, which exempts from 
federal estate taxes the death benefits 
payable under qualified pension and 
profit sharing trusts and attributable to 
employer contributions may affect pre- 


From address before annual meeting of Million 
Dollar Round Table, White Sulphur Springs, W. 
Va., June 27-30, 1955. 
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DENIS BRANDON MADURO 


Member of the New York Bar 


1954 estate planning techniques concern- 
ing the method of distribution of not 
only the death benefits but also the re- 
tirement benefits and severance benefits. 


Prior to 1954 it was normal, especial- 
ly in the case of profit-sharing trusts, but 
also in many pension trusts, for our cor- 
porate executive to provide as follows: 
(1) That his death benefit prior to re- 
tirement would be payable in one sum 
to his estate, with the main reason being 
to provide cash for the payment of es- 
tate taxes and expenses. (2) That his 
retirement benefit would be payable in 
one sum to him, with the main reason 
being to obtain the long term capital 
gain treatment thereon. (3) That his 
severance benefit would be payable in 
one sum to him, with the main reason 
being to obtain the long term capital 
gain treatment thereon. 


Now, under the 1954 Code it may be 
advisable for our corporate executive 
to revise those methods of distribution 
as follows: (1) To have his death bene- 
fit payable to designated beneficiaries 
other than his estate. The reason for this 
is because the exemption from federal 
estate taxes granted by the 1954 Code 
applies only to death benefits payable to 
designated beneficiaries. (2) To have 
his retirement benefit and his severance 
benefit retained under the trust and pay- 
able out to him under a long term meth- 
od of payment, with the severance bene- 
fit deferred in payment for as long a 
period as possible. The first reason for 
this revision is to assure him that, upon 
the event of his subsequent death, any 
then balance of his retirement or sever- 
ance benefits will be exempt from his 
federal estate tax, because the exemption 
applies only to death benefits payable 
“from and under” a qualified plan and 
therefore does not apply to any retire- 
ment or severance benefit which has 
been distributed out prior to the date of 
his death. The second reason for this re- 
vision is to retain the retirement or sev- 
erance benefit under the qualified trust 
for as long as possible because the quali- 
fied trust is a “tax exempt trust” with 
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respect to its income and gains until 
they are actually distributed. 


The fact that the exemption from fed- 
eral estate taxes applies only to death 
benefits attributable to employer contri- 
butions raises an important problem in 
the case of pension and profit sharing 
plans funded by individual insurance 
policies. The difference between the 
death proceeds and the reserve consti- 
tutes the “life insurance protection” por- 
tion of an individual policy which is 
held under a pension or profit sharing 
trust. The amount of annual premium 
allocated to such “life insurance protec- 
tion” is considered as being construc: 
tively received each year by the insured 
employee. If the trust is non-contribu- 
tory, that allocated amount of premium 
paid by the employer is taxable as in- 
come to the employee, just as if such 
amount were distributed outright to the 
employee. Therefore, the problem is 
this: Does the “life insurance protec: 
tion” portion of the policy at the time 
of the employee’s death constitute death 
benefits attributable to employer’s com 
tributions or to the employee contri: 
butions? If the latter, then such death 
benefits may not be exempt from federal 
estate taxes under the strict wording of 
the 1954 Code. I hope that the new 
Regulations will cover this point specif 
cally. 


It is possible that the Treasury De 
partment may allow an exemption to the 
“life insurance protection” portion of al 
individual policy held under a qualified 
plan on the special ground that such 
death benefits are proceeds of life insur 
ance and are exempt under the lav! 
applying to personal life insurance. 
However, I doubt this result. 


It is also possible that the Regulations 
may allow such exemption in the case 4 
non-contributory trusts but not allow 
the exemption in the case where tht 
employee has contributed an amoutl 
equal to the “life insurance protection 
portion of his policy. If this distincti¢ 
is made, it may be an inducement to Fe 
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vise many existing pension trusts so as 
to exclude any requirement for employ- 
ee contributions to the “life insurance 
protection” portion of the individual 
policies held under the trust. 
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II. Incidents of Ownership 
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The elimination of the premium pay- 
ment test may affect pre-1954 estate 
planning techniques concerning not only 
the ownership of existing insurance poli- 
cies, and the ownership of new policies, 
' but also the use of insurance policies as 
items of property to qualify for the 
marital deduction. 
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erty.” On the other hand, if our corpo- 
rate executive wanted to restrict his wife 
to only one-half of his total estate, then 
he would upset that plan if he made a 
gift to her of any of his existing per- 
sonal insurance, or if she became the 
owner of any new personal insurance, 
because he would be thereby giving her 
more than one-half of his total estate. 


Reversionary Interest 
The 1954 Code provides that a “5% 


reversionary interest” constitutes an in- 
cident of ownership. There appears to be 
a lot of confusion on the meaning of a 
reversionary interest. In my opinion, the 
problem of a reversionary interest is not 
only simple but, in most cases, academic. 
For example, in the type of case where 
the insured makes an outright gift of an 
existing policy by an absolute assign- 
ment, the only way that the problem of 
reversionary interest could arise is if the 
instrument of assignment or the policy 
contract contains any provision which 
either (a) expressly states that certain 
rights are reserved to the insured and 
are not the property of the assignee, or 
(b) expressly states that certain rights 
which are transferred to the assignee will 
return to and become the property of 
the insured upon the happening of cer- 
tain specified events. 


The same rules also apply in the sec- 
ond type of case where a new policy is- 
sued on the life of the insured is applied 
for by a third party who is also named 
the sole beneficiary and the sole owner 
of all rights in the new policy. 


The third type of case is where an 
existing policy is transferred to an irre- 
vocable trust, and this illustrates a re- 
version by operation of law. Assuming 
that title to a policy is completely trans- 
ferred to the trustee of the trust, a re- 
versionary interest cannot exist unless 
either (a) the trust agreement contains 
provisions which expressly provide that 
some right in the policy belongs to the 
insured or will revert or be vested in the 
insured upon the happening of a speci- 
fied event or (b) the trust agreement 
fails to contain provisions which dispose 
of the policy and its proceeds under all 
possible circumstances to persons or par- 
ties other than the insured or his estate. 
Under the operation of the applicable 
laws of property rights, the absence of 
those provisions may result in the possi- 
bility that the insured or his estate will 
become the owner of the policy or its 
proceeds at some future date. 


For example, assume that I create an 
irrevocable trust of any type of prop- 
erty, and the trust agreement provides 
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that the income is to be paid to my wife 
for her lifetime and upon her death the 
principal is to be paid outright to my 
numerous children, and assume the trust 
agreement fails to say where the prop- 
erty would go at the death of my wife if 
none of my children survived her. In 
that case, there is a possibility of rever- 
sion to me or my estate by operation of 
the law of property, because it is pos- 
sible that my wife may not be survived 
by any of my children. In such event, it 
would be me i living, otherwise my es- 
tate who would be entitled to the prop- 
erty upon the death of my wife. Now, in 
that specific case, the possibility of re- 
version would exist but, at the time of 
my death, it would be valued at less than 
5% of the then value of the trust prop- 
erty because of my tax habit of always 
having at least one child who would be 
an infant at the time of my deferred 


death. 


Several articles and talks have raised 
the question as to whether a reversion- 
ary interest exists by operation of law 
where an insured age 50 makes an out- 
right gift of his policy to his wife age 
50. The alleged theory is that the hus- 
band has more than a 5% chance of sur- 
viving his wife, and she may bequeath 
the policy to him by her will, and there- 
fore a reversionary interest exists. The 
only error in that alleged theory is its 
conclusion which assumes that a right 
of inheritance or an expectancy of an 
inheritance is the same in law as a re- 
versionary interest. I cannot subscribe 
to that conclusion or assumption. 


Contemplation of Death 


A second technical problem concern- 
ing Change No. II exists where an in- 
sured continues to pay the premiums 
directly to the insurance company on an 
existing policy or a new policy on which 
he has no incidents of ownership. The 
problem is whether the premiums paid 
within three years of his death would be 
taxable as gifts in contemplation of 
death, and if so, would the amount sub- 
ject to tax be limited to the premiums or 
would it be equal to the entire death 
proceeds of the policy. In my opinion, 
the premiums paid within that three year 
period would be presumed to have been 
made in contemplation of death and, if 
the presumption was not successfully re- 
butted, it is my further opinion that the 
amount subject to estate tax would be 
limited to the amount of the premiums 
and would not be considered the full 
death proceeds of the policy. . 


I hope the Regulations will expressly 
cover this point. However, in most cases, 


it is quite easy to make this point aca- 
demic by not having the insured pay the 
premiums directly to the insurance com- 
pany. In other words, have the insured 
make a gift to the owner of the policy 
of an amount equal to the premiums, 
with no legal obligation on the donee to 
use the gift to pay such premiums. Of 
course, where the owner of the policy is 
a minor, it is difficult to make the prob- 
lem academic. 


A third problem involved in Change 
No. II is a social one, and concerns the 
extent to which existing policies may be 
canceled or paid up, and new policies 
issued in lieu thereof. From a social 
viewpoint, I believe that it would be 
detrimental to do this in most cases. 
However. it is my forecast that the ex- 
tent to which this may be done will de- 
pend primarily on the Regulations. For 
example, suppose the Regulations im- 
pose limitations and restrictions which 
must be made for the transfer of exist- 
ing policies to be exempt from tax, and 
they are academic in the case of new 
policies applied for and owned by a 
third person. In such event, the Regula- 
tions will foster the social injury of 
having existing policies canceled or paid 
up, and in many cases we will be power- 
less to prevent the damage to the public. 


III. Instalment Payments 


From a social viewpoint, Change No. 
III, which includes as,taxable income of 
a beneficiary a portion of the death pro- 
ceeds of personal life insurance policies 
payable in instalments or as an annuity, 
constitutes the greatest single set-back 
and injury which the insured public has 
suffered in many years. Prior to 1954 it 
was normal for our corporate executive 
to plan that the death proceeds of his 
personal life insurance should be pay- 
able as an annuity or in fixed instal- 
ments to designated beneficiaries, with 
the applicable annuity or instalment op- 
tion elected by him or his designated 
beneficiaries. Such method of settlement 
was socially beneficial in the vast major- 
ity of cases, and prior to 1954 the entire 
amount of each annuity or instalment 
payment was exempt from income tax 
on the beneficiary. 


Now, under the 1954 Code a portion 
of each annuity or instalment payment 
constitutes taxable income to the bene- 
ficiary. In substance, the 1954 Code as 
sumes that the beneficiary’s “cost basis” 
of each policy is the lump sum amount 
of its death proceeds, less the undis- 
counted value of any refund feature. 
This cost basis is divided by the number 


(Continued on page 671) 
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WHAT WOMEN SHOULD KNOW 
- = hal t hk: ? 


LILLIAN M. RUSS 


Assistant Trust Officer, Manufacturers National Bank of Troy 


BELIEVE WOMEN SHOULD KNOW ALL 
I there is to know about trust services. 
Three steps should be taken to correct 
misconceptions in the minds of other- 
‘wise well informed persons: 


l. Take fear out of trust services 
2. Take mystery out of trust services 


3. Tell them simply about trust ser- 
vices 


The first contact many women have 
with a trust department is through 
death of a husband, parents or some 
other member of the family. The con- 
tact comes at a time when they are emo- 
tionally upset, overwhelmed by their 
loss, and when it is difficult to discuss 
details—which are so necessary. Rare 


are the cases where the bereaved has . 


been fully informed as to the financial 
status of the deceased or has had any 
knowledge of business herself. 


Not long ago, a young business man 
was killed at his place of business 
through faulty elevator service. His wi- 
dow, who was very young and his sec- 
ond wife, was beautiful but extremely 
unprepared to cope with the emergency. 
The business was wholesale grocery and 
other activities included real estate. 
There was a young daughter by the 
first marriage, a small son by the sec- 
ond marriage—And, No Will. 


The bank was appointed administra- 
tor. Naturally, the sudden death was 
a terrible shock to the widow and be- 
cause of her lack of business training 
and knowledge of her husband’s affairs, 
trips to the bank for consultation cre- 
ated fear—fear of the uncertainty of 
her future and the future of the chil- 
dren. For many months the trust de- 
partment was not a place to which she 
came for assistance. Her fear almost be- 
came condemnation, as if the bank, in 
its administration of the estate, was not 
giving her due consideration. Gradu- 
ally it all straightened out when she 

*Selected as the best talk of the 28 given in full- 
fillment of requirements conducted in June 1954 by 


the Trust Division of the New York State Bank- 
ers Association. 
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understood that certain procedure was 
a requirement of law and not any de- 
sire of the trust department to withhold 
any information or consideration from 
her. But how much grief and misunder- 
standing would have been eliminated 
had the widow had some previous 
knowledge of the purpose of the ser- 
vices of a trust department. 


On the other hand, a lady came in 
one day and said she and her husband 
wanted to make a joint will. While it 
was far-fetched for a trust officer, it 
was a serious situation for the lady, 
and provided an excellent opportunity 
to discuss who should make a will and 
when. The lady then understood that it 
was a personal and individual act. She 
realized how important it was to have 
a will drawn while she was well and 
had an opportunity to plan her affairs 


properly. 





Miss Russ has served in the Trust 
Department of her bank in all phases 
of trust administration and business de- 
velopment for the past twenty years. 
She has conducted Women’s Forums in 
Corinth, Amsterdam and Troy. She is 
a charter member of the Life Insurance 
and Trust Council of Eastern New York, 
has served as National Secretary and 
Regional Vice President of the Associa- 
tion of Bank Women. 


Other speeches at the Trust New Busi- 
ness School selected from the twenty- 
eight submitted were: 


Guardians of the Crossroads (Estate 
Planners), by Donald C. Norton, 2nd 
vice president, The Chase National Bank, 
New York City; 

Why Should You Plan Your Estate, 
by W. Bruce Fairchild, assistant trust 
officer, Lincoln Rochester Trust Com- 
pany, Rochester; 


Why An Executor, by Robert Girvin, 
trust representative, United States Trust 
Company, New York City; 


Sign on the Dotted Line, by Wayne S. 
Minium, trust officer, Steuben Trust Com- 
pany, Hornell; 


Life Insurance Trust—How and Why, 


by E. James Hickey, assistant trust offi- 
cer, Union Trust Company, Rochester. 





She learned also that it was a mis- 
take to have a will drawn at a time 
when there was family friction, for at 
such a time, people are often unfair 
and bitter, with the result that trouble 
develops later. At the end of the dis- 
cussion, she realized the importance of 
keeping her will up to date and of plac- 
ing it in a safe but convenient place. 


Removing the Mystery 


While talking with women regarding 
trust services, it has appeared that past 
procedure has been to surround the dis- 
cussion with mystery, to present trust 
services as something only a trained 
person should understand and a _brilli- 
ant attorney is competent to handle. A 
woman of about sixty said to me, “I 
know I need a will, but I have no idea 
how to word all this legal business. | 
have never had any legal training. What 
can I do about it?” 


Fear of dying and the sense of deep 
mystery in the preparation of legal 
documents promote such sayings as: 
“I’m not ready to die yet,” or “What 
difference does it make after I’m gone” 
and so often these statements are made 
by educated persons. Of course, they are 
not ready to die, no one ever is, but 
they really are concerned with what 
happens to their property. 


Regarding the accumulation and dis- 
position of money, Dr. Elvin F. Donald- 
son, professor at Ohio State University 
wrote: 


“Money is, perhaps, more difficult 
to manage than it is to earn. A per- 
son may devote years to learning 
some trade or profession, and a good 
many more years to the painful ac- 
cumulation of saving sufficent t0 
afford protection for the rainy day 
and a competence for old age. Yet too 
often such savings are quickly and 
heart-breakingly swept away by fool- 
ish “investments.” If an individual is 
willing to devote years to preparing 
himself for a better-paying job he 
should surely be willing to devote 
some study to the vitally interesting 
and equally important subject of the 
sensible use of his money.” 
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The Women’s Financial Forums have 
been a most helpful means of creating 
better understanding of trust services 
among women throughout the country. 
My bank reecived 191 replies to a 
questionnaire sent to 513 women in the 
Troy area regarding topics for a sec- 
ond Forum. One hundred fifteen re- 
quested more information on wills and 
estates. The same survey revealed that 
twenty-three preferred women speakers 
while others stated they would enjoy 
hearing men and women, if the Men 
were good and knew their subjects. At- 
tendance experience of having all women 
speakers for the first Forum, and men 
and women speakers on the second 
Forum, proved the women speakers were 
the more desirable. The women speak- 
ers with practical trust department ex- 
perience had a much better understand- 
ing of how to approach other women. 
They did not make their subject mys- 
terious, but rather created an atmo- 
sphere of, “your problem is my prob- 
lem.” emphasizing that trust depart- 
ments are manned by friendly individ- 
uals who are human beings first of all. 


The Individual Approach 


Mrs. Brown, a stranger, came to my 
desk recently, and timidly said she was 
worried about her financial affairs. My 
first thought was to put her at ease and 
I adopted a procedure along this line: 


“Mrs. Brown, disposition is often 
more important than amount, and there 
need be no fear or mystery connected 
with the planning of your estate. It is 
just a matter of approaching the dis- 
position of your property much as you 
would approach the building of a new 
home, with anticipation and enthusiasm. 


“First we will assemble all the in- 
formation available concerning your 
possessions, bank books, insurance 
policies, deeds to property, personal 
property, tax returns, etc. Then, we will 
assemble all of your outstanding obli- 
gations, if any, and think over any anti- 
cipated obligations. We will then ana- 
lyze your family status, which includes 
immediate family and even beyond the 
immediate family circle. Do you have 
any abnormal situations such as handi- 
capped children, adopted children or 
even children with spend-thrift tend- 
encies within your family circle? Have 
you other family dependents? Now, 
after each dependent, we will list their 
ages if you know them at this time, 
if not, when you have an opportunity, 
list them. 


“Now comes the very important ques- 
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tion, what do you wish to accomplish 
for these various dependents? How 
shall you arrange your affairs to give 
them the best protection? As we go 
over these details, Mrs. Brown, we 
must keep in mind that we cannot look 
into the crystal ball for all the answers 
to the future, we will merely put down 
on paper what your present status is, 
and what you wish, at this time, to 
accomplish. You see, there is no mys- 
tery connected with this, only a desire 
on your part to accomplish the best 
results for your family with what you 
have accumulated. 


“Another thing, Mrs. Brown, this 
will be your very own document. You 
may have your will drawn to fit your 
own desires. Just as it might be with a 
new home, you need not be concerned 
with the method of building, but rather 
with the architect. As you would select 
the best architect, select the best attor- 
ney you know, someone in whom you 
have confidence. One step further, as 
you select the best attorney to draw 
your will, then I believe you should 
give serious consideration to whom you 
entrust the carrying out of your wishes. 
It isn’t too mysterious after all, is it, 
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and think how pleased you will be to 
know you have planned happiness for 
so many people.” 


Describe All Trust Services 


Forums are usually geared to give 
a general picture of Wills and Estates. 
But it might be simply said, that, “The 
Services of the Trust Department are 
From the Cradle to Beyond the Grave.” 
Therefore, it is not difficult to discuss 
other services in addition to wills. Types 
too often overlooked, especially by 
women who are not conscious that trust 
departments do more than administer 
wills, are: 

1. Having a part in shaping the 

lives of youth. 

2. Helping the helpless. 

3. Helping themselves. 


After the death of her husband, Mrs. 
A was confronted with the problem of 


rearing their minor children alone. - 


When the estate had been settled and 
Mrs. A had resumed her customary 
routine of living, it was not too diffh- 
cult to sit down and tell her about how 
the bank looked after a young boy 
named Peter, who had been made an 
orphan under somewhat similar circum- 
stances. Peter was only five, a shy, timid 
little fellow, frightened to come into 
such a large building where there were 
so many strangers. Over the years, we 
went through the stages of hop-along 
Cassidy, examinations, puppy love, 
proms, graduations, Country’s service, 
additional education, romance, the wed- 
ding and finally his own home. It was 
easy to tell how wonderful the oppor- 
tunity was to counsel and guide young 
Peter. To assist in the selection of his 
schools and clothes and to perform the 
many other duties that make up the 
activities of any normal young person. 
Mrs. A had no idea that a bank would 
take such a personal interest in children 
and the word Guardianship had a real 
meaning for her. She no longer had 
any fear that her children would be 
uncared for or that they would not 
have any one to whom they could go 
for advice. While this bit of education 
was going on, we recommended that 
Mrs. A bring her children with her 
every time she came to the bank. Such 
procedure gave the children an oppor- 
tunity to become acquainted with the 
members of the trust department staff. 

The world is full of helpless people 
also, people with physical defects and 
those with mental troubles. This type of 
service is not pleasant, but there are a 
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great many women in a similar posi- 


tion to Mrs. R. She said she had ample 
funds for herself, which had come from 
relatives through the years. Her one 
great concern was for a lady who had 
brought her up and cared for her dur- 
ing most of her life. This lady was now 
elderly and a mental case. Mrs. R asked 
what would happen if she (Mrs. R) 
should die without a will. She also said 
she did not feel competent to carry on 
her own financial business affairs any 
longer. She said she knew she could 
obtain this information from an attor- 
ney, but she hesitated going to see one 
because the thought of it made her so 
nervous. She did not understand all the 
legal talk. After hearing the Forum 
lectures, she decided to come to the 


bank. 


In simple language, Mrs. R was told 
how she could set up a living trust for 
her own benefit as long as she lived 
and have it continue for her elderly 
friend during her lifetime. In the instru- 
ment she could also plan the disposition 
of the fund after she passed away. It 
was all news to her that the bank would 
watch all details in connection with the 
institutional care of her friend and have 
a personal interest in the welfare of the 
incompetent. Her comment after the 
discussion was, “I did not know the 
bank performed such services.” 


Regardless of how much people think 
in terms of family or other dependents, 
it is only human to be interested in 
themselves. An elderly maiden lady, 
Miss B came to the office a year ago 
and said she did not feel competent to 
look after her securities any longer. 
While she had some near relatives, her 
concern at this time was for herself. 
We discussed three possibilities of work- 
ing out her problem: 1. The Agency 
Account; 2. The Investment Manage- 
ment Account; 3. The Living Trust. 


As we talked about the Agency Ac- 
count and how it functions for people 
who need only assistance in the book- 
keeping end of securities and the con- 
venience of having dividends and all 
matters pertaining to her financial 
affairs concentrated in one place while 
traveling, Miss B said she was glad to 
know about that type of service, but 
she needed something more than that. 


We then talked about the Investment 
Management service we offer and 
pointed out that, in addition to regular 
agency service, in this type of account 
we recommend investment changes, but 
the final decision would rest with her. 
Again, Miss B appreciated that this 
service might be valuable to some 


people, but she still did not want to be 
burdened with decisions of things of 
which she had no knowledge. 


The Living Trust and the many ad- 
vantages it offers appeared to be a nat- 
ural. Miss B was delighted to have this 
explained. In the explanation, it was 
simple to work out the plan for a living 
trust, incorporating disposition benefits. 
After the details were decided upon, 
her attorney was contacted and within 
a short time, the instrument was com- 
pleted, securities transferred and Miss 
B was happy. She said, for the first 
time in years, she felt free of respon- 
sibility. Whenever she is informed re- 
garding the operation of the fund she 
tells again how much she appreciates 
this service. She has also been very gen- 
erous in her comments to others on 
how much her “education in trust ser- 
vices” has benefited her. It is the best 
kind of trust promotion. 


Removing Misconceptions 


As a rule, married women resent 
their husbands suggesting a corporate 
fiduciary instead of them. One lady 
asked, “What is a Corporate Fiduci- 
ary?” Resentment probably arises from 
the fact that women are cost conscious. 
But this opens up an opportunity to tell 
them that “fees” are the same whether 
they are paid to a corporate fiduciary 
or to an individual, that “fees” are set 
by the State, and that it is not “fees” 
alone that so often add to the cost of 
settling an estate or carrying out the 
provisions of a trust, but rather: 


(a) Placing unfamiliar responsibility 
on an already burdened life 


(b) Inexperience with procedure of 
settling an Estate 

(c) Inadequate facilities 
out the duties 


to carry 


(d) Lack of availability by reason of 
travel or death 


One lady proudly said there was no 
reason why she could not do the job 
as well as a bank, since she had been 
in business before her marriage. Of 
course, she did not take into considera- 
tion when she made the statement, that 
her business experience was not in 
banking or the trust field, or, that it 
had been approximately _ thirty-five 
years since she had been in the business 
field. Statements like that are often a 
result of bridge table conversation and 
it may require patience and time to im- 
press on these people the many duties 
required in the execution of an estate. 
Without proper knowledge they do not 
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consider the necessity of keeping proper 
records, or how to prepare an account- 
ing for the Court for the settlement of 
the estate. They fail to take into consid- 
eration that they may wish to travel or 
that they, like a lot of other people, may 
die before the estate has been settled. 
This type of selling requires plenty of 
tact, but if they can be shown that hus- 
bands are trying to relieve them of the 
tremendous responsibility, they are usu- 
ally willing to concede. 


Over the Bridge Table 


Another bridge table conversation to 
counteract is, “What a pity Jane’s 
money is tied up in a trust fund. She 
has so little to live on, I certainly 
wouldn’t want My affairs with a bank.” 
Again, it takes patience and time to 
overcome this theory and break down 
unfounded gossip—unfounded because 
the circumstances under which Jane’s 
trust was created may have been from 
lack of proper planning, or from lack 
of someone realizing that times change 
with the changing years. The trust could 
have been created purposely, knowing 
that “poor Jane” was a little spendthrift 
and if left on her own would not have 
common sense enough to plan for her 
future. 


It may take more patience than we 
sometimes feel we have, to show that 
trust services are very personal and in- 
dividual. That wills and trusts are not 
drawn wholesale, but that each person’s 
situation is considered carefully as to 
family and finances; that, while certain 
circumstances may appear to the gen- 
eral public to be poor management or 
lack of consideration for the benefici- 
ary, in reality much care has been taken 
to protect the beneficiary. Gossip can 
be changed into knowledge and when 
it is, it becomes valuable to the trust 
department. 


Since women have become more and 
more interested in finances they are en- 
titled to know about all trust services 
and I believe it is the duty of the banks 
to tell them. Whether the group or 
individual method is used, this type of 
service will pay dividends for the trust 
department as no other type of adver- 
tising will. 


A A A 


® Catherine B. Cleary, Vice President, 
First Wisconsin Trust Company, Mil- 





Waukee, Wis., became the 2000th mem- 
ber of the Financial Public Relations As- 
sociation on June 27th, an increase of 
More than 100% in the past ten years. 
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(GOING THE SECOND MILE 


HOW A FOUNDATION HAS HELPED ITS COMMUNITY 


ROBERT M. HANES 


President, Wachovia Bank and Trust Co., Winston-Salem, N. C. 


HE NEW TESTAMENT QUOTATION — 
D Whenever shall compel thee to go 
a mile, go with him two” — referred to 
a law of that day which gave a lost 
traveler the right to compel the first per- 
son he met to accompany him one mile 
and put him on the right path to his 
destination. If he went more than one 
mile, it was of his own volition and out 
of human kindness. The Master was tell- 
ing his followers that the second mile of 
voluntary service was more important 
by far than the first mile of compulsory 
service. 


Just as the ancient law compelled a 
wayfarer to give one mile of service to 
a fellow traveler in need, so today our 
city, state, and national governments 
levy taxes on all economically productive 
citizens and use a sizeable share of 
those taxes to support various commun- 
ity welfare and charitable projects. Con- 
sidering the present level of taxes, this 
“one mile” service for the common good 
has become a rather long and painful 
trip, and grows more arduous every 
year. But none of us expects, nor will 
he receive, much credit for traveling 
this “first mile” which is required of 
him. A good citizen desires for his com- 
munity other things which the law does 
not require that we support — recrea- 
tional, social, educational and religious 
institutions and agencies. 


There is but one source of revenue 
for a community’s “second mile” agen- 
cies and institutions: the voluntary do- 
nations of interested and _ responsible 
citizens. These organizations must have 
the community’s financial support if 
they are to survive.- 


The national committee on community 
foundations was established because of 
the growing importance of “second mile” 
community service and _ institutions. 
Members of this group are determined 
that community-improvement agencies 
and institutions which are worthy will 
be kept alive — and have coped with 

Excerpts from address before Sixth Annual Meet- 


ing. National Committee on Community Founda- 
tions, Spartanburg, S. C. 


OAL 


the vastly larger problem of raising com- 
munity capital funds for new projects. 
Every progressive city needs “a reser- 
voir of capital funds for community wel- 
fare.” 


Spartanburg, in November 1943, took 
an important, seven-league step forward 
in meeting human needs. The Spartan- 
burg County Foundation was established 
and for a dozen years now they have 
worked and planned to make this foun- 
dation more useful, stronger and more 
representative. A long list of prominent 
business concerns in this section and 
numerous citizens have contributed to 
it funds wisely and efficiently used to 
improve hospital, library, social and wel- 
fare facilities. 


In this competitive world, ideas — as 
much as goods — must be merchandised, 
must be “sold,” to win public under- 
standing, approval and support. Com- 
munity foundations are no exception. 
They must be made understandable, ac- 
ceptable and wanted by people if they are 
to retain their vitality . . . must have 
good management, and be thoroughly 
dedicated to unselfish service. 


Origin and Growth 


I am proud to be connected with the 
institution which, as trustee, has had 
the responsibility for the administration 
and advancement of the Winston-Salem 
Foundation. Wachovia Bank and Trust 
Co. does not claim credit for the success 
and achievements of the foundation. 
That credit belongs to a large number 
of Winston-Salem citizens, who by their 
interest have made possible the work of 
the foundation. But a number of our 
trust officers and directors have given 
their time, abilities, and energies in 
guiding the foundation and stimulating 
its growth. 


Colonel F. H. Fries, 


one of the 


founders of Wachovia and its first presi- 
dent, proposed that a foundation be 
established and made the initial gift of 
$1,000 to the general fund in 1919. He 


was a close personal friend of Judge 


F. H. Goff, under whose guidance the 
first community trust, the Cleveland 
Foundation, was established in 1914. 
The Winston-Salem Foundation was the 
third community trust in the nation 
and now ranks sixth in size. Today there 
is no group within our city which has 
not in some way shared in the benefits 
of the work of the foundation. 


Take a quick bird’s-eye view of the 
foundation’s work through 35 years of 
operation: — The first few years were 
uneventful. It had an organization, a 
charter, a group of directors, but very 
limited funds. It is a very important fact 
that by having the organization, the 
machinery, for accomplishing worth- 
while community and philanthropic un- 
dertakings, the idea of giving for these 
purposes takes hold in the minds of 
people. In 1923 a popular high school 
football player was killed during a 
game. The community desire to create 
a suitable memorial was intense. A loan 
fund to help worthy students go to col- 
lege was proposed and $9,000 was do- 
nated. That student fund became the 
first major trust placed in the founda- 
tion. Today, upward of 300 boys and 
girls have received assistance and this 
fund has a value of approximately 
$36,000. Through the years, other donors 
have established similar student loan 
funds to a total of fifteen, and currently 
the foundation’s educational loans total 
about $133,000, assisting 500 students. 


One of the largest single gifts to be 
administered by the foundation came 
from the estate of Bowman Gray, an of- 
ficial of the R. J. Reynolds Tobacco Co. 
His gift (in excess of $1,000,000). led 
to the establishment in Winston-Salem 
of the Bowman Gray School of Medicine 
of Wake Forest College. In the school’s 
fifteen years in Winston-Salem, other 
citizens have become interested in Wake 
Forest College and have made gifts to 
the extent that the Baptist Churches de- 
cided five years ago to move Wake For- 
est College to Winston-Salem. A new 
campus is rising on the outskirts of the 
city, to which the college will move next 
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year. This achievement can be attributed 
in large part to the fact that the Winston- 
Salem Foundation existed, had made a 
good reputation. 


If some gifts to this foundation have 
been stirringly large, others have been 
more humble but very heart warming. 
A Winston-Salem woman, an unskilled 
factory worker, lived frugally all her 
life, and upon her death left $2000 to 
the foundation with instructions that 
the money was to be used for the benefit 
of churches in her city. The fund is 
now valued at $4,000. A negro, who 
worked as a messenger and lived to an 
advanced age, left, through a will, all 
of his estate to the foundation to be 
used for the support of an industrial 
school for members of his race. The 
value of that fund is now $9,800. 

At the close of World War II, the 
people of Winston-Salem wanted to 
create a living memorial to honor the 
men and women who had served their 
country. The Memorial Coliseum Fund 
(A coliseum to house religious, athletic, 
and social events of community-wide in- 
terest), was established as a trust of the 
Winston-Salem Foundation. Virtually 
every person in the city participated, 
gifts ranging from ten cents to tens of 
thousands of dollars, for a total of 
$800,000. Since 1946, other substantial 
gifts have been received and the coliseum 
project, now nearing completion, has 
evolved into a city-county cooperative 
effort. In connection with this building, 
and again as a foundation project, a new 
fairgrounds, valued at nearly a half mil- 
lion dollars, has been built. Agricultural 
development buildings and exhibit halls 
have been erected, and the colisum and 
its surrounding facilities are now en- 
visioned as a nerve center for a large 
number of county-wide activities of an 
educational, civic and entertainment na- 
ture. 

There are now 67 separate trusts com- 
prising the Winston-Salem Foundation, 
which, on March first of this year, had 
a value of over $7,000,000. The funds of 
several trusts, such as that of Bowman 
Gray, have already been distributed and 
are not a part of this total. The founda- 
tion has been successful because the 
basic idea was good, the administration 
and trusteeship has been capable, and 
the idea has been successfully sold to 
the citizens. 


Pertinent Advantages 


Here are some of the advantages of 
the foundation plan which seem to be 
most important: 


1. Through its legal structure, the 
foundation is a vehicle for holding 
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property and other gifts in perpetuity, 
even though the original purpose for 
which those gifts were made may cease 
to exist. 


2. Often corporations and individuals 
want to make donations, but do not 
know at a particular time what they 
want done with their gift. Under present 
tax laws, it is often advantageous to 
make gifts to the community or to 
eleemosynary institutions, but business 
men know that no greater mistake can 
be made than to give to an unworthy 
purpose. Time is not available to make 
a careful study of possible channels. A 


gift can be made to a community foun- 
dation while the purpose for which it 
is to be used can, with the approval of 
the foundation committee, be designated 
later or left entirely to the discretion of 
the committee. If a community has a 
trust in operation, it is “tooled up” to 
take advantage of present tax provisions 
and economic conditions. There is a 
pronounced trend. towards more giving 
by corporations and individuals to com- 
munity purposes .. . a trend very likely 
to become even stronger. 


3. A strong community foundation 
which wins the leadership of citizens of 




































“If I Were King’ starring the 
distinguished American stage 
actor, E. H. Sothern, opened Los 
Angeles’ luxurious new Mason 
Opera House on a June evening 
in 1903. That same year this 
Bank established its Trust Serv- 
ice. In the more than half a cen- 
tury since, Southern Californians 
have continued increasingly to 
think first of Security-First for 
complete, experienced Trust 
Service for every purpose. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 


Head Office: Sixth and Spring Sts. 
Telephone MUtual 0211 





outstanding ability, adds quality to the 
management of money. We have all seen 
worthy enterprises to which we would 
contribute, if we felt that the money 
would be efficiently used. The manage- 
ment committee of a community foun- 
dation should be men of the best talent 
procurable. It is incumbent on the com- 
mittee to see that the recipients of foun- 
dation funds meet proper standards of 
efficient operation. This is a reassuring 
factor to those who make gifts through 
a foundation. 


4. A community foundation does not 
compete with other agencies such as The 
United Fund, The Community Chest, 
The Red Cross, The Y.M.C.A. or any 
other community organization. On the 
contrary, it supplements them. Those 
agencies, in general, must seek year-to- 
year operating funds to take care of 
current needs of various kinds. They can- 
not provide capital funds and because 
of this, their own program or those of 
participating agencies are limited. A 
foundation serves best when it can at- 
tract capital gifts for community-wide 
purposes. 


A community foundation is worthy 
of the total efforts of the entire popula- 
tion of a city or area. It is the most ef- 
fective method we know of to organize 
and direct the giving impulse of a com- 










Presentation of silver service to retiring Mayor Charles F. Zukoski (left with Mrs. 
Zukoski) from citizens of Mountain Brook, suburb of Birmingham, Ala., where Mr. 
Zukoski is senior vice president and trust officer of The First National Bank. (See story 
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munity to the promotion and welfare 
of all of the people comprising that com- 
munity. It is the best answer to govern- 
ment welfare-ism or state “do good-ism,” 
and to socialistic welfare planning. It is 
the fruit of the planning of free men, 
working in a democratic society, to pro- 
vide for themselves and their fellow men 
the best possible kind of free, en- 
lightened, and brotherly living. 
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Community Trusts at 
New High Level 


The growth of charitable funds ad- 
ministered by community trusts and 
foundations in the United States and 
Canada is reflected in an annual review 


















A regional trust operation 
offering complete personal 


and corporate services. 


released in May for the thirtieth year 
by the New York Community Trust. 
Holdings of 73 organizations surveyed 
rose to $141,276,907 compared with 
$127,395,738 a year earlier. More than 
87% of reported assets are now ap- 
plicable for public purposes, the remain- 
der being currently “deferred” till prior 
uses terminate. The total of managed re- 
sources has increased by 38% since 1950 
and by 299% since 1930. Generally these 
foundations use local banks and trust 
companies as trustees of their holdings. 
Banks so functioning now number 161. 


In all, 1,256 funds have fallen in for 
administration, compared with 1,198 in 
the prior year. The average size of indi- 
vidual funds ranges from $233,417 in 
New York to 
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Here’s the information you need! 


When you make decisions in commercial lending, 
you want the mest current and accurate information 
available. Often it must go beyond what you can 
find in print and from your local sources. 

That’s where the officers of our Commercial De- 
partment can help you. You see, instead of serving 
a geographical area, they serve a certain group of 
industries. They have close, firsthand contact with 


Epwarp F. Brown, 
James B. Forcan, 
Homer J. Livinecstron, 


the fields they serve. As a result, their knowledge 
is up-to-date and it’s specific. 

This knowledge is available to you through our 
Division F — the Division that specializes in serving 
our correspondent banks. 

If you'd like to benefit from this or any of our 
correspondent services, contact us today! A man 


from The First will call on you at your convenience, 


Chairman of the Board 
Vice-Chairman 
President 


Wa rer M. Heymann, Executive Vice-President 


Hueco A. Anperson, Vice-President Gaytorp A. FREEMAN, Jr., Vice-President 


Guy C. Kippoo, Vice-President 


HERBERT P. Snyper, Vice-President 


& The First National Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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New England Trust Department 
Earnings Increased in 1954 


The activities of trust departments in 
New England banks were greater in 
number and yielded a larger revenue in 
1954 than ever before, with growth oc- 
curring in all major divisions of trust 
business. Increases appeared in_per- 
sonal trust and estate activity, and like- 
wise in pension and profit-sharing plans. 


Total assets of trust departments of 
state and national banks in New Eng- 
land are reported by the Federal Reserve 
Bank of Boston, following its annual 
survey, as approximately $7.5 billion at 
the 1954 year-end, with 152 national 
banks and 100 state banks actively en- 
gage in trust work. About 46% of these 
assets represents personal trust property 
in 29,000 living and court trust accounts. 
The other 54% represents 11,000 man- 
agement agency and custody accounts. 
Trust department assets of New England 
banks are estimated at about 8% of the 
nations’ total, which is about the same 
proportion as in 1946. 


Total income from commissions and 
fees reported by the 50 banks that par- 
ticipated in the survey both years in- 
creased 13% from $18.7 million in 
1953 to $21.2 million in 1954. All ex- 
cept eight reported increases in gross 
income, while expenses rose only 6% 
and net earnings before taxes showed a 
substantial increase of 74°. Net losses 
continued to be reported by the smaller 
banks, but in a number of cases were 
reduced considerably this year. 


Substantial increases in net earnings 
and profits were limited to the larger 
banks and are explained by these fac- 
tors, in addition to the increase in busi- 
ness volume: (a) The larger trust com- 
panies, particularly in Boston, increased 
their basic fees in 1954; (b) Higher 
levels of stock prices and corporate divi- 
dend payments affected fee income; (c) 
Improvement in the efficiency of opera- 
tion outran advances in costs. 


Income in the typical trust depart- 
ment in 1954 was derived 49% from 
personal trust and related services, 21% 
from personal agency and custody ser- 
vices, 14% from estates, 2% from pen- 
sions and profit-sharing trusts, 11% 
from corporate agency accounts, and 

from corporate trusts. The typical 
ratio of net earnings before taxes to 
gross income was 16.4%. Tax payments 
at all banks averaged 9.3% of total in- 
come. 


Twenty banks reported concerning 
credit allowed for deposits in other de- 
partments of the bank. The average rate 
allowed was 1.41%, and if allowed 
credit for deposits is included in net 
profits for these trust departments, net 
profits after taxes on trust operations 
would be increased from 5.6% of gross 
income to 16.8%. 


Detailed income and expenses for 
both personal and corporate trust oper- 
ations were provided by eleven banks. 
Personal trust services returned net 
earnings before taxes of 18.5% of gross 
income and a net profit after taxes of 
8.3%. Corporate services returned net 
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Trust Department Income $100- k 
_ Min Thousands of Dollars) $500 $200-$499 _ $199 $50- $99 $20-$49 $10- $19 mt... By 
Number of Reporting Banks ease i 2 |10 | 10| 4 | 4 Ts ez 4 _[tvee of Account 
| 2 3 
Net | Net | Net | Net | Net | Net | Net | Net | Net | Net | | oo 
Trust Departments with: Profits | Profits | Losses | Profits | Profits | Losses | Profits | Losses | Profits | Losses | 
| | | porate | sonal 
| Per Cent of Total Expenses 
Direct Expense: | | 
Personnel Expenses | 
Total Salaries and Wages. . 57.9 | 59.1 58.5 59.5 58.0| 60.3| 649| 57.4| 57.4| 62.9] 524 54.7 
fficers...... + 21.8 32.6 24.8 30.1 a3.7 30.5 34.7 35.4 45.1 | 41.7 | 10.4 24.5 
Employees. . 36.1 26.6 33.7 29.4 24.3 29.8 a2 | 819 3) 2121 427 30.2 
Pensions ‘ 3.7 3.8 1.1 3.1} 3.0 2.5 —| 32 26| 20 29 3.5 
Personnel Insurance. 1.5 1.4 1.3 1.2 | 4:3 1.3 23 1.6 1.9 12 1.8 1.6 
ther Personnel Expenses 1.4 1.5 1.6 1.7 1.3 1.2 1.2 1.0 1.3 1.6 1.6 1.4 
Occupancy of Quarters 6.1 6.8 6.2 7.4 6.4 8.5 5.6 5.8 6.0 3.7 6.5 6.0 
Furniture and Equipment. . e ° 3.9 3.5 Py, 2.0 1.5 1.9 0.9 0.6 2.6 22 6.0 3.7 
Stationery, Supplies and Postage Ra idhe alurs: sth 3.0 2.8 3.8 3.6 3.6 2.3 2.5 24 1.9 2.6 2.1 29 
Telephone and Telegraph. . ; aM 0.9 09 1.2 4:4 *:4 47 0.4 09 » 0.7 0.7 09 
Advertising. ...... 1.4 1.8 2.6 2.7 2.5 3.4 1.7 2.7 3.3 5.0 0.2 1.6 
Directors’ and Trust Committee Fees . 0.7 1.4 1.2 1.6 1.8 1.6 1.3 1.8 5.8 1.6 0.1 0.7 
Legal and Professional Fees... .. 0.3 06} 03 0.7 0.9 0.4 1.2 2.6 -- — 0.2 0.3 
Periodicals and Investment Services. . 1.0 221 3 1.4 2.5 1.2 1.8 2.0 0.9 2.0 0.1 0.9 
ERE ROS Peet ee 0.3 1.0 3.0 0.9 1.5 1.0 2:7 1.3 pe ee 0.3 0.5 
Other Direct Expenses sadielé AG mhinine . 2.4 2.4 3.3 ww 22 EF 3 0.8 0.7 1.0 1.6 » Yi 
Overhead. . .. eee Vee ‘ 15.5 | 11.7 12.8 11.0 12.2 11.6 13.0 15.3 13.0 11.3 23.8 18.8 
Total Direct Expenses and Overhead... .. 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
| Per Cent of ‘Total ‘Commissions and Fees 
Commissions and Fees from: | ] l 
Oe ie ea 109 | 216| 129] 265] 95.9] 912] 963] 918] 322] 18.1 —| 497 
Personal, Trusts. ere ry 47.5 528 | 51.0) 55.8 ps i | 64.6 41.2 44.2 Si? 59.8 _ 57.5 
Pension Trusts... .. aia nwa eimai 22] (1.1 | — 0.6 1.3 | 0.9 0.3) 4.1 | 3.8 0.4 _ 4.1 
Personal Agencies..... PP TTS Fe 21.5 22.0 | 30.0 15.0 19.0 118 32.3 | 28.0 12.1 20.7 — 25.6 
Corporate Tacs ey eters were eee ere 3.0 0.1 | 6.0 1.3 0.3 | — “= _ —_ 1.0 16.0 _ 
Corporate Agencies. ......-....0000eeees 149] 295| —| 07 23) 1.4 —| 19 = —| 840 = 
- | RES ror ere 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 100.0 
Total Direct OS EET ER . 68.0 73.3 93.8 76.3 74.0 | 113.8 64.9 | 120.0 69.8 | 127.5 69.8 66.6 
Net Income after Direct Expense. VEbeeeess 32.0 26.7 6.2 23.7 26.0 |—13.8 35.1 |—20.0 30.2 |—27.5 30.2 33.4 
eee Freee 12.5 9.8} 138), 9.4 10.3 14.9 9.7 21.8 10.5 16.3 21.8 15.4 
Net Earnings before Toxes...... 19.5 16.9 | -7.6| 143 15.7 |—28.7 25.4 |—41.8 19.7 |—43.8 8.4 18.0 
Income Tax Charges (—) or Credits CH). 11.1 8.6 | —j}| 7.0 79 — 7.5 |+22.3 4.8 |+16.5 4.6 99 
Trust Department Net Earnings... . 8.4 | 8.3 | —7.6)} ras 7.8 |—28.7 17.9 |-19.5 14.9 |—27.3 3.8) 8.1 
Related Items: | | 
Dollar Amount of Total Commissions and | 
Fees (thousands) .........cccrseeeces 16,251 | 2,150 417 | 1,326 591 261 122 278 33 56 | 2,465 | 7,456 
Dollar Amount of ‘otal Expenses (thousands) | 13,079) 1,786 449 | 1,136 498 36 1 394 27 8 2,257 | 6,109 
Average Number of Officers............. 31.00} 8.94 5.50 4.12 | 2.20 2.38 . 2.14 1.19 1.04 2.88 | 17.22 
Average Number of Employees........ 170.30] 22.92 | 20.00 | 11.78 | 4.91 | 7.50 2.88 4.07 0.55 31.95 | 69.20 



































@) Includes one bank which showed a loss. 
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(2) Six of the 11 banks reported a loss. 


(3) Four of the 11 banks reported g loss. 






earnings before taxes of 8.4% of gross 
income and a net profit after taxes of 
3.8%. Six of the banks reported losses 
for corporate trust departments and four 
for personal trust activities. General ex- 
perience suggests that corporate trust 
service is more profitable than personal 
trust service, but a large volume of cor- 
porate trust activity is necessary to 
achieve this result, and in New England 
larger volumes must be developed by 
banks interested in this type of business 
if earnings are to be improved. In some 
cases, however, management may feel 
that a loss from this type of business is 
offset by other benefits to the banks. 


& 2&2 & 


Regional Trust Meeting at 
Cincinnati 


At the American Bar Association’s 
regional meeting in Cincinnati, the Sec- 
tion of Real Property, Probate and 
Trust Law on June 10 presented a 
program featuring two principal talks, 
one by Robert L. Merritt of Cleveland 

“New Estate Planning Possibilities 
and Some Caveats,” and the other by 
Willard H. Pedrick, Professor of Law 
at Northwestern University, Chicago, 
on “Comments on Drafting Dispositive 
Provisions.” 


A panel discussion followed, partici- 
pated in by the two speakers and Ro- 
bert P. Goldman, R. O. Klausmeyer and 
Alan R. Vogeler, all of Cincinnati, and 
Joseph S. Platt of Columbus. 


Approximately 150 lawyers attended 
this session, which was presided over 
by Section Council Member Daniel M. 
Schuyler of Chicago. The delegates were 
welcomed by Section Chairman Rush H. 
Limbaugh of Cape Girardeau, Mo. 


A A A 


North Carolina Trust Earnings 
Up 18% 


Trust department earnings for all 
state banks in North Carolina aggre- 
gated $2,009,659 in 1954 compared 
with $1,707,491 in 1953, 
17.6%. 

Total trust assets, included in former 
reports, were omitted because the dif- 
ference in accounting procedures brings 
about an .understatement of total trust 
assets which the commissioner’s office 
feels is misleading. Some banks, for ex- 
ample, have a practice of carrying 
equities on their books at $1.00 per 
share, which would bring the total 
far below the current market value. 
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A LAWYER-BANKER LOOKS AT TRUST SERVICE 


EDWARD D. SMITH 


President, First National Bank of Atlanta, Georgia; Member of the Georgia Bar 


VEN THOUGH LAWYERS MAY NOT 

directly send customers to you, 
they are certainly in the position to 
steer customers away from you in 
droves, if they are hostile to your 
Trust Department. I would, therefore, 
recommend a rather constant process 
of education of the Bar generally, and 
of the lawyers individually, as to the 
services which banks have to offer and 
the competency of the men who will 
undertake to render these services. 


You should also keep vividly in mind 
the fact that the lawyer is an independ- 
ent businessman, and in most cases, is 
a small businessman to whom a client— 
with enough money to have an estate 
large enough to interest the bank—is a 
fine asset. You should do nothing to 
drive a wedge between a lawyer and 
his client. In nine cases out of ten, you 
are not the competitor of the lawyer 
any more than you are the competitor 
of the life underwriter who undertakes 
to sell your prospect or customer life 
insurance with which to protect his es- 
tate. Anything which you could do legi- 
timately to enhance the worth of the 
lawyer in the eyes of his client in no- 
wise tends to lessen your stature in the 
transaction, and on the contrary, goes 
a long way towards cementing a very 
fine relationship between your institu- 
tion and the lawyer. 


In dealing with a lawyer in the pres- 
ence of his client it is imperative to re- 
frain from exposing either your superior 
knowledge or the lawyer's lack of 
knowledge in such a way as to minimize 
his effectiveness with his client. If the 
lawyer’s draftsmanship is inaccurate, or 
if his concept of inheritance and in- 
come taxes—and appropriate steps to 
be taken to lessen the impact of these 
taxes—is not comprehensive, it is much 
better to have a private conference with 
him. In most instances, he will gladly 
receive any suggestions made in the 
proper vein. If you and he then do not 
agree, this is the point where you, the 
lawyer and the client should confer on 
the solution best fitted for the client’s 
needs. 


You should not try to dispense with 





: Summary of address at Georgia Bankers Associa- 
tion Trust Conference, Atlanta. 
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the lawyer’s services when the will is 
drawn and the bank is designated execu- 
tor or trustee. Nor should you try to 
dispense with his services when he has 
concluded the formal probate of the 
will. 


It is shortsighted to think that you 
will save the estate any expenses by 
minimizing the lawyer’s worth in the 
hope of reducing fees. In most cases, 
lawyers’ fees are reasonable and the 
client and the estate generally receive 
a full measure of value for the money 
spent in lawyers’ fees. From the purely 
selfish standpoint, it is also unwise to 
try to minimize the lawyer’s worth, be- 
cause, in many cases, his relationship 
with the testator in his lifetime and 
the beneficiaries thereafter is more inti- 
mate than that of the trust officer. 


It is extremely unwise to criticize 
the legal draftsmanship or legal form 
used by a lawyer, simply because it is 
not in conformity with the draftsman- 
ship or forms which the trust officer 
would normally use. If the draftsman- 
ship is faulty or the instruments will 
not accomplish what they are designed 
to accomplish, it is the duty of the trust 
officer to make suggestions for correc- 
tions and to stand by these suggestions 
until they are met. However, I have 
seen many lawyers get negotiations, 
settlements and law suits into useless 
snarls simply because they wanted 
everything done their own way and 
were not willing to realize that the same 
end result can be reached by divergent 
routes. Make suggestions for change 
where they are essential, but do not 
make them or belabor them simply 
for the purpose of change. 


Lawyers can be a great help by sell- 
ing the services of the banks to clients. 
If at all possible, you should from time 
to time take a lawyer behind the scenes 
in your Trust Departments so that he 
will be able to tell his client the many 
things which are done for the client 
which do not appear on the surface. 
Educate the lawyer so that he will not, 
in turn, belittle the services of the 
Trust Department. 


Last, but certainly not least, I would 


like to caution against funneling all 
trust business to one lawyer or firm. If 


your customer does not have a choice 
of lawyers, get him to choose someone 
he knows — his company lawyer or 
someone with whom he has had some 
contact. If you fail in this, submit the 
names of several competent lawyers. 


Let the Bar generally know that you 
do not funnel business to your own law- 
yers to the exclusion of the other mem- 


bers of the Bar. 


I am unalterably convinced that a 
Trust Department is an essential in- 
gredient of comprehensive, well handled 
banking service. I am also convinced 
that the operation of a Trust Depart- 
ment must be completely above suspi- 
cion. I do not say this simply because 
of a fear.of being surcharged. As much 
as any other one thing, the operation 
and reputation of a Trust Department 
set the character and reputation of the 
Bank as a whole. People expect fiduci- 
aries to act as fiduciaries and nothing 
could be more damaging to the reputa- 
tion of a bank than to have its Trust 
Department caught cutting corners even 


though the corner cuttings were within 
the law. 


I am somewhat amazed to find that 
we have beneficiaries who are incom- 
petent and for whom we render almost 
menial services. I am surprised to learn 
that we serve almost as parents for 
many minor children and give direction 
to their lives and education. I am sur- 
prised to find that we operate many 
businesses of considerable size and 
complexity, in many avenues of en- 
deavor. I am amazed to learn, also, the 
amount of time and effort which goes 
into the analyzing of securities and 
properties in the various estates. 


If the magnitude and complexity of 
these things come as somewhat of a 
surprise to me when I had practiced law 
in a large firm, doing this type of work 
year-in and year-out, think of the 
abysmal ignorance on these subjects of 
the vast majority of the members of the 
Bar whose practice rarely brings them 
in contact with these phases of trust 
operation. I believe that you will get 
an even broader acceptance by the Bar 
of the idea of the corporate fiduciary 
if you make a conscious effort to keep 
these facts constantly before them. 
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. . Reports 


COMMON TRUST FUNDS TOP $1.6 BILLION 


sTuDy OF 192 Common ‘TRUST 

Funds taken as of the available 
valuation date nearest to January 31, 
1955, shows aggregate holdings of 
$1,659,000,000. This represents a growth 
of $363,000,000 in one year, attributable 
to three factors: (1) the volume of the 
25 funds that were too recent to have 
reported in 1954, (2) additions to the 
other 167 funds that were longer estab- 
lished, and (3) market appreciation. 
The gain in number of participating 
accounts was 7,603 to 66,089. 

The common stock of 625 companies 
was held by one or more of the 192 
common trust funds in 1955, compared 
with 564 in 1954. 

Of the total dollar value, funds in the 
twelve central reserve cities held $1,143,- 
000,000 while the funds in all other 
cities had an aggregate volume of $516,- 
000,000, as compared with $935,000,- 
000 and $361,000,000 respectively at 
the corresponding time in 1954. 


As might be expected, the bulk of the 


FUNDS IN CENTRAL RESERVE CITIES 
(Dollar figures in Millions) 


Discretionary type 1954 
e-Gov ie. -- $177.4 28% 
Other Bonds . 1388.6 17 
Pfd. Stocks S62 12 
Com. Stocks cae! 358.7 47 
Other Inv. & Cash __ 6.3 1 





Top Twenty Companies Held in 1955 


No. No. 
Funds Shares 
Company Holding Held 
Union Carbide & Carbon 148 147,395 
E. I. du -Pont de 
Nemours: ....___.. 129 92,301 
Christiana Securities 13 142 331 
General Electric _......... 188 483,727 
General Motors ___._____. 188 183,723 
Amer, Yel..@& Tel. ....... iISh 76,867 
Standard Oil (N.J.) 130 183,220 
Texas ee 127 166,346 
Westinghouse Electric 116 162,834 
Sears Roebuck 107 113,385 
Phillips Petroleum 106 §=137,939 
Socony-Mobil 96 177,640 
National Dairy Products 93 171,902 
Kennecott Copper 87 75,422 
American Cyanamid - 86 100,564 
General Foods _ ct 74,775 
J. ©. Penney 81 77,059 
First National City 
Bank, N.Y. ~ 80 122,025 
Gor ‘On 75 126,472 
Standard Oil (Ind.) _. 74 152,658 
Allied Chemical & Dye 73 62,268 





increase was in the discretionary-type 
funds which had a total growth of 
$305,000,000 as compared with $58.- 
000,000 in the restricted-type funds. 
The central. reserve city funds had the 
larger discretionary gains—$185,000.. 
00C against $120,000,000 elsewhere— 
but the other cities added more to re- 
stricted-type funds—$34,000,000 against 
$24,000,000 for central reserve areas. 

The aggregate portfolio breakdown 
by types of investment, made separately 
for the two types of funds, shows that 
the discretionaries as a group decreased 
the proportion invested in bonds in 
favor of an enlargement of the common 
stock commitment. The restricted funds 
as a whole reduced the proportion of 
United States Government obligations 
and increased both corporate bond and 
common stock holdings. Market appre- 
ciation of equities, of course. was an 
important factor in these changes. 

A more detailed presentation of these 
changes appears in the following tables. 


FUNDS NOT IN CENTRAL RESERVE CITIES 





(Dollar figures in Millions) 


1955 Discretionary type 1954 1955 
$173.8 18% U. S. Gov’ts _ $ 69.3 23% $72.6 17% 
171.8 18 Other Bonds 1338.6 17 ima4Aa ° 64s 
109.2 11 Pfd. Stocks 35.0 12 43.3 10 
494.2 52 Com. Stocks 135.9 45 218.9 52 

9.5 1 Other Inv. & Cash _.. 6.8 2 10.9 3 





Total $772.4 100 
Restricted type 1954 
U. S. Gov’ts $ 60.3 387% 
Other Bonds _. 38.5 21 
Pfd. Stocks 22.5 14 
Com. Stocks a 48.5 27 
Other Inv. & Cash _. 2.6 1 




















$957.8 100 Total $301.8 100 $421.5 100 
1955 Restricted type 1954 1955 
$ 55.1 380% U. S. Bonds $ 22.0 37% $ 24.7 26% 
40:3 22 Other Gonads _....._..- 10:0 17 33.1 35 
275 16 Pfd. Stocks _. 9.4 16 129 4 
59.5 32 Com. Stocks... 132: 22 18.9 20 
1.91 1 Other Inv. & Cash - 4.9 8 4.5 5 





Total $162.3 





Total 


$186.0 100 








$ 94.1 





$ 59.6 100 








COMMON STOCKS HELD IN COMMON TRUST FUNDS 
(Figures represent number of funds holding) 


FinanciAL & INSURANCE *B4 °55 54 55 54°55 
: . Anglo Calif. Nat. Bank, Camden Vite Ins. i... 0 1 Continental Casualty 4 4 
: 54°55 San Francisco ——_._... 4 6 Castle & Cooke —._... ae r ee Continental Illinois Nat. 
Aetna Cas. & Sur. ..- 1 1 Associates Investment _.... 4 7 Chase Manhattan Bank _..... 49 51 Ba. & Te : 35 34 
Aetna Insur. —_____..___.. 14. 16 Bank of America 38 5 Chem. Corn Exch. Bk. _.... 9 11 iiidtse.  . = 
Aetna Life Imsur. —...... 6 6 Dank ut Hawai i i Christiana Securities _ 11 13 Sines feces : : ; 
Alexander & Baldwin —.. i. A Bank of New York ........1 2 Citizens & Southern Nat. Sees hk indetnees ae os 
American Auto Insur. —... 4 5 Bankers Trust, N. Y. —.... 24 381 Bk., Savannah _..._.___ — ; ect 
American Insurance 9 _._... 8 10 Beneficial] Loan — 9 10 C.LT. Financial __..___ 88 40 Employers Group Assoc. _. 1 1 
American Surety —.......-- 5 4 Bishop National Bank _... 1 1 Commercial Credit — 19 30 Employers Reinsurance _.. 0 1 
American Trust, Boston Insurance ~~... $8 2 Conn. Gen. Life Ins. — 2 2 Federal Insurance _...... 34 
San. Francisco 1 2 California Bank, Los Angeles 0 1 Continental Assurance ——_... 0 1 Fidelity & Deposit, Md. _.. 3. 3 
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"b4 "55 "b4 °55 3D oe "64 °65 
Fidelity-Philadelphia Trust. 1 2 National Bk. of Com. American Tobacco _ 6t 47 i. Lp RRR E ES 35 29 
Fidelity-Phoenix Fire Ins... 25 26 Houston oe: 2 i ope ces oe spe cates a... Wm. Wrigky, Jr. ——__... 9 12 
Finance Co. of Penna. ___ . eae | National Bk. of Detroit __ T 3» Beech-Nut Packing _...... 56 8 
Fire Association, Phila. > 4 Nat. City Bk., Cleveland _. 4 4 ek en ae INDUSTRIAL 
Firemen’s Fund Insur. —__.. 25 31 Nat. Fire Ie 2 -£ ee en a ee Abbott Laboratories _..__ 29 29 
: Firemen’s Insurance —__........ S. 5 Nat. Shawmut Bk. oo § Bordez: . .... ee Anges Bee? 8 at a 
First & Merchants Natl. Nat. Union Fire Ins... 3 4 E. J. Bri ch. & Sons" SRS oe 1 Addressograph-Multi. 17 
pe. Iaehond 1 New Amsterdam Casualty iE Campbel! Soup —....... : 4 Air Reduction — 2 
First Nat. Bank, Atlanta 2 2 New Hampshire Fire Ins. . 1 0 RAO ics occas acetals losieccenso cans 4 Allegheny Ludlum Steel __ ie 
First Nat. Bank, Boston _.. 25 32 New tot Tet —......... s * Coca-Cola 15 Allied Chem. & Dye _... 64 738 
First Nat. Bank, Chicago _- 6 38 North River Insurance __. a Colgate-l’a!molive 11 Allis Chalmers —— 18 24 
First Nat. Bank, Dallas .. 3 3 Northern Insurance — x. 3 Corn Products Ref. 47 Alpha Portland Cement _... 2 2 
First Nat. Bank, Houston . 1 1 Northwestern Nat. Life __ 2 2 Distiller Corp.-Seagrams _. 0 1 MA a 6 11 
First Nat. Bank, New York 6 4 Penna. Co. for Bk. & Tr. 5 6 General Foods —____.. 85 Aluminum Co. of Amer. _.. 22 23 
First Nat. Bank, Phila. — - 2& Peoples First Nat. Bk. & Tr., General Mills — 32 Amer. Agric. Chem. ._..... 2 2 
First Nat. Bank, St. Louis. 1 2 NR 6 ee 3 63 Gillette Safets Razor 3 American Brakeshoe 4 
ype First Nat. Tr. & Sav. Bk., Philadelphia Nat. Bk. —_... 13 13 Great Western Sugar —_.__. ie | De a ae 68 
| ee ne ener oe Phoenix Insurance ___... 8 8 Griesedieck West. Brew. _... 1 0 American Chain & Cable _. 2 1 
of First Nat. Bank, Scranton. 2 2 Provident Tr., Fuhlls.:...—.. 1 1 Fee See i 3 American Cyanamid —..__ 73 86 
58.- First Nat. City Bk., N. Y.. 60 80 Republic Nat. Bk., Dallas 6 6 tect ata me American Home Prod. -_... 39 44 
, Girard Tr. Corn Exch. Bk... 4 4 Riges Nat. Bank —— 0 1 Hershey Chocolate — 1 3 Amer. Mach. & Met. 0s 11 
ids. Glens Falls Insur. —..... 7s St. Paul Fire & Marine Ins. 6 6 Hiram Walker, Gooderham American Potash & Chem... 2 38 
the Great American Insur. _.....12 15 Seaboard Finance _...... 0 1 ON: Be 0 1 American Rad. & St. San. 10 12 
Guaranty Trust, N. Y. -... 52 51 Seattle-First Nat. Bk. aes 4 4 Horn & Hardart — __ ae Amer. Smelt. & Ref. _.__ 20 23 
NO. - Gut ta teeer,.......... 2 © Security-First Nat. Bk., a Le American Viscose —... 338 21 
me Hanover Bank, N. Y. pin i oe Los Angeles __. a ae oe Kellogg _.. Bethea ez Anaconda Copper —_.. > $8 
Hanover Fire Ins. _.-.. 0 1 Springfield Fire & Marine Liggett & Myers | Se Anchor-Hocking Glass eetia Ss .3 
re- Harris Tr. & Sav. Bk. _... 2 2 im... es Fe ae ena i. 2 Anderson, Clayton ~~... ee 
= Hartford Fire Insur. 17 17 Standard Accident _“, 6 5 Lorillard (P.) 3 (0 Archer-Daniels-Midland - 7-3 
inst Hartford Steam Boiler Insp. Tradesmens Land Title Bk. Mead Johnson = Bice GUE actitcerpenttbcknivintnn 5 11 
iS. Insur. pees x © & Tr. 8 McGraw Hill ae, eee Armstrong Cork — 23 33 
Home Insurance es ee Transamerica : ~ ££ National Biscuit . -19 26 Arrow-Hart & Hegeman _. 1 1 
wn Household Finance 4 5 Travelers Insurance 12 11 National Dairy Prod. - . 86 93 Associated Spring —.......1 1 
tely Industrial Acceptance : 2 U. S. Fid. & Guar. . @ i National Distillers Prod. : i @ Atlas Powder _....... aie ee 
: Insurance Co. of N. Amer. 50 48 U. S. Fire Insurance - : 2 2 Oahu Rwy. & Land ae Babcock & Wilcox _......-- So 1s 1 
that Irving Trust, N. Y. si 2 U .S. Nat. Bk., Portland 2 2 Penick & Ford - 4 5 Bendix Aviation _....__->—— 9 10 
ised Jefferson Stand. Life Insur. 1 1 U. S. Trust, N. Y. 1 2 Pet Milk _ oe Bethlehem Steel = «2100s 221 
; Lawyers Title Insur. - § Wells Fargo Bank, Philip Morris Seen Bohn Aluminum & Brass _. 1 1 
mn Lehman 7: San Francisco 2 1 Pillsbury Mills a nee a 
non Life Insur. Co. of Va. =» & Westchester Fire Ins. X 7 Procter & Gamble 35 34 Bower Roller Bearing = 2 2 
Manufacturers Nat. Bank, Wilmington Trust 1 Quaker Oats eee oe TE: TE. cette, Oe 
nds Detroit 0 2 Ralston Purina sichiienia: RO Mae Bristol-Myers ner, eet 
. of Manufacturers Trust, N. Y. 5 7 Foop, Tospacco, MIscELLANEOUS R. J. Reynolds SS Burlington Mills === S38) 2 
Marine Midland Corp. 3 «6 Schenley Industries — : Burroughs — 6 9 
ions Maryland Casualty t fF ee ae | Standard Brands --....... 2 Cannon Mills —. 4 6 
| Mellon Nat. Bk. & Tr. 5 63 American Chicle . 49 i Sunshine Biscuit —.....11 14 COO: cect, 2S 
ant Mission Development 1 0 American Hospital Supply — 1 0 Swift & Co. 17 Carrier i -2 
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4 4 
Augusta: THE FIRST NATIONAL BANK Savannah: THE LIBERTY NATIONAL BANK 

on = & TRUST COMPANY & TRUST COMPANY 

1 1 

1 

: 1 Columbus: THE FOURTH Macon: THE FIRST NATIONAL BANK Rome: THE FIRST 

0 1 NATIONAL BANK & TRUST COMPANY NATIONAL BANK 
3 4 

3 . MEMBERS: FEDERAL DEPOSIT INSURANCE COPPORSTION ® FEDERAL RESERVE SYSTEM 
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Cutler Hammer —............ 1 2 Hart, Schaffner & Marx _. 0 1 tao. win. & Mie. 26 26 St. Regis Paper _ 
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OE SS ns, Hercules Powder —............. 838 82 Monsanto Chemical 50 Scott Paper 
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IBM MACHINES 


— 


INTERNATIONAL BUSINESS 


CORPORATION 


590 Madison Ave., New York 22 


The 162nd Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable September 10, 1955, to stockholders of 
record at the close of business on August 19, 
1955. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card Ac- 
counting Machines will be mailed. 


A. L. WILLIAMS, 


Executive Vice President & Treasurer 
June 28, 1955 
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THE FLINTKOTE COMPANY 
New York 20, N. Y. 
A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable September 15, 1955 
to stockholders of record at the 
close of business September 1, 1955. 
A quarterly dividead of $.60 per 
share has been declared on the 
Common Stock payable Sep- 
tember 10, 1955, to stockholders 
of record at the close of business 
August 26, 1955. 
CLIFTON W. GREGG, 


Vice-President and Treasurer 
August 3, 1955. 
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SOUTHERN 
NATURAL GAS 
COMPANY : 


Birmingham, Alabama 


Common Stock Dividend No. 66 


A dividend of 40 cents 
per share has been declared 
on the Common Stock of 
Southern Natural Gas Com- 
pany, payable September 13, 
1955 to stockholders of rec- 
ord at the close of business 
on August 31, 1955. 

H. D. McHENRY, 
Vice President and Secretary 
Dated: July 30, 1955 
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TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 


payable Sept. 15, 1955, to stockholders 


of 


record at the close of business Aug. 26, 1955. 


E. F. VANDERSTUCKEN, JR., 


Secretary. 




















THE TEXAS COMPANY 








212th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on September 10, 1955, to 
stockholders of record at the close 
of business on August 5, 1955. 
The stock transfer books will re- 
main open. 

S. T. CRossLAND 
July 22, 1955 Vice President & Treasurer 





“ AMERICAN GAS ~* 
AND ELECTRIC COMPANY 


a 
Common Stock Dividend 


e regular quarterly dividend ot 
A forty-five cents ($.45) per share on 
the Common capital stock of the Company 
issued and outstanding in the hands oi the 
public has been declared payab.e Sep- 
tember 10, 1955, to the holders of record 
at the close of business August 10, 1955 


W. J. ROSE, Secre.a y 








July 27, 1955 
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SOCONY MOBIL 
OIL COMPANY, INC. 
Dividend No. 178 





The Board of Directors on July 
26, 1955, deelared a quarterly 
dividend of 50¢ per share on 
the outstanding capital stock of 
this Company, payable Sep- 
tember 10, 1955, to stock- 
holders of record at the close 
of business August 5, 1959. 


W. D. Bicxnam, Secretary 
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» 9 Union Tank Car... So 8 I es i Petrol. Corp. of Amer. _..  0_— i Cinc. & Sub. Bell Tel... 1 2 
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5 M2 American Bakeries ame: 2 $8 Halliburton Oil “Well Arizona Pub. Serv. , tadienn Ges 6 Water ae i... 
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: oe ig 908 of ny Quarterly dividend No. 138 of os 
; (75¢) per share on the outstanding $.75 per share has been de- vl 
capital stock of this Corporation Raoul he C Stock + akin 
has been declared, payable Sept. 1, ee ee eee ee : ° 
~ SEE So stuabiediiins af eanand of of Allied Chemical & Dye Cor- Southern California 
the close of business Aug. 5, 1955. poration, payable September Edison Company 
9, 1955 to stockholders of re- 
KENNETH H. HANNAN, cord at the close of business ‘ 
Vice-President and Secretary August 12, 1955. DIVIDENDS 
4 Ww] 
W. C. KING, Secretary The Board of Directors has 
July 26, 1955. authorized the payment of the 
P / / following quarterly dividends: 
u man CUMULATIVE PREFERRED STOCK, 
, YALE & TOWNE onadend tio. 2 
ncorpora te Dividend No. 22 
2512 cents per share. 
DECLARES 270th DIVIDEND 
a 89th Consecutive Year of 75¢ PER SHARE CUMULATIVE PREFERRED STOCK, 
Quarterly Cash Dividends 4.88% SERIES 
‘ Dividend No. 31 
paid by Pullman Incorporated On July 28, 1955, 96h assakene ene. 
and predecessor companies dividend No. 270 
of seventy-five! 
ws The above dividends are pa 
A regular quarterly dividend of cents (75¢) pay- 
seventy-five cents (75¢) per per share was able August 31, 1955, to stock- 
share will be paid on September declared by the Board holders of record August 5. 
14, 1955, to stockholders of of Directors out! Checks will be mailed from the 
record August 19, 1955. of past earnings, Company's office in Los Ange- 
: payable on les, August 31 
CHAMP CARRY Oct. 1, 1955, to iii aaiataea 
ee stockholders of record o. © mite, Si 
at the close of business ne : 
Sept. 9. 1955. 
July 15, 1955 
F. DUNNING 
Seseutine Vice-President and Secretary 
THE YALE & TOWNE Mc. co. 
B Cashdividends paidin every year since 1899 
an 
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Middle South Utilities ___._ 29 
Minneapolis Gas 

Minnesota Pwr. & Lt. 
Miss. River Fuel ___ 
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Panhandle East. Pipe Line. 11 
Peninsular Tel. 
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Tenn. Gas Tran: oe Carolina Clinchfield & O. ” 1 = 1 
Texas Eastern Trans. .._. ee Chesapeake & Ohio —_...... 7 12 
Texas Utilities —.___ 83 40 Denver & Rio Grande West. 0 1 
Toledo Edison —.... in Eastern Airlines ro «@ 
Transcont. Gas Pipe Line - 0 1 General Amer. Trans. 16 26 
Union Elect. (Mo.) _...- 5 7 Great Northern — - < 
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Utah Power & Light 3.6 C8 Norfolk & Western —- rat 16 
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Washington Gas Light _.. 2 4 Northern Pacific = 4 
Washington Water Pwr. = 8s Pennsylvania i 1 1 
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Wisconsin Elec. Pwr. —_- 22 24 & Potomac. __....... 3 
Wisconsin Pub. Serv. 1 3 Seaboard Air Line —_. 3 #4 
Southern Pacific 4 6 
Southern Railway = 7 
TRANSPORTATION Union Pacific —— 46 49 
United New Jersey” RR 
Atch., Top. & Santa Fe —... 23 31 & Canal _ : 1 
Atlantic Coast Line _....._ 1 1 Virginian.  . 1 




















New Common Trust Funds 


& 











Government 
x Municipal 


x Railroad 


Industrial Bonds 
x Equipment Trust 
Certificates 


x Investment 
Stocks 














x Public Utility and 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 











PHILADELPHIA 
















Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


A legal common trust fund was ap- 
proved by the board of directors of the 
South Carolina National Bank, Charles- 
ton, on July 19, following enactment of 
permissive legislation at the 1955 ses- 
sion. 


Philadelphia National Bank on June 1 
established a second common trust fund 
for investment entirely in a selected 

group of common stocks. The bank’s 
] Basic Trust Fund, established Novem- 
ber 1, 1954, is at present voluntarily 
limited to securities legal for trustees in 
Pennsylvania. 





In Canada five trust companies are 
now operating Common Trust Funds: 
The first to establish a fund was Crown 
Trust Co., Toronto in 1952. This was 
followed in 1953 by Canada Permanent 
Trust Co., Toronto, which later (1955) 
also started the first Canadian common 
trust fund of the discretionary invest- 
ment type. On March 1, 1954 Toronto 
General Trusts Corp., Toronto, estab- 
lished its fund, closely followed (June 
17, 1954) by Chartered Trust Co., Tor- 
onto. The fifth Canadian institution to 
operate such a fund is Waterloo Trust 
& Savings Co., Kitchener. Ont. 
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COMMUNITY TRUSTS UP $32 MILLION 


An increase of more than $32,000,000 
was shown in the past year in the total 
active capital now in community founda- 
tions or trusts, according to the report 
of the National Committee on Community 
Foundations. The 1954 report on the 
Status of Community Foundations in the 
United States and Canada reveals that 
the 104 community foundations or trusts 
had a total active capital of $138,292,191, 
compared to the 1953 total of $106,019,- 
969. Disbursements by these foundations 
for the year 1954 increased to $9,507,177, 
compared to the 1953 figure of $5,605,024. 
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CURRENT PosITION OF RAILROAD 
SECURITIES 


The action of railroad stocks in the 
last several months has left something 
to be desired. A concerted attempt to 
move ahead in late June lacked follow- 
through and generally the rails have 
drifted lower. It is also significant that 
the sidewise movement has occurred 
during a period of great strength in 
many leading industrial stocks. Such 
divergence generally justifies caution. 


Perhaps a fair appraisal of the situa- 
tion is that the market is attempting to 
weigh this year’s favorable earnings 
and dividend prospects for the rails 
against the implications of new infla- 
tionary forces. Such wage increases and 
benefits as the automobile and _ steel 
companies have granted their employ- 
ees have clear-cut inflationary implica- 
tions. Steel prices already have been 
increased substantially and, since the 
railroads are big users of steel. material 
costs will be up. In addition, it seems 
inevitable that railroad wages will rise 
10c, 12c, or even 15c an hour. With 
each le increase costing $25 million 
annually at the present level of employ- 
ment, the wage bill for the industry 
could rise $250-375 million. Operating 
economies from capital improvements 
and better methods probably will run 
around $150-200 million. 


As matters stand, it seems inevitable 
that the railroads are going to be faced 
with something of a squeeze on profits. 
It also follows that even if business next 
year is as good as it promises to be for 
the full year 1955, net income of the 
rails in 1956 will be lower than the 
approximately $850 million now indi- 
cated for 1955. However, the squeeze 
on profits is not likely to be too serious 
and net income next year could easily 
run $700-750 million, assuming, of 
course, a continued high level of busi- 
ness. At the same time, sight should not 
be lost of the large amount of tax-sav- 
ings included in railroad income ac- 


Aucust 1955 


counts, in the neighborhood of $180 
million for the current year and prob- 
ably about the same for 1956. If these 
tax-savings, or “tax deferments,” as 
the railroads prefer to call them, are 
eliminated, real earnings would be 
around $670 million this year and per- 
haps $525-575 million next year. Since 
tax-savings from accelerated amortiza- 
tion will not run off for at least five 
more years, investors have not been par- 
ticularly inclined thus far to draw any 
distinction between reported earnings 
and true earnings. 


In the foregoing earnings assumptions 
for 1956, no consideration has been 
given to the possibility of rate increases, 
either freight or passenger. From a con- 
servative standpoint, it is probably bet- 
ter to assume there will be no increases. 
If costs go up as much as appears likely, 
the railroads certainly would seem en- 
titled to higher rates. In fact, freight 
rates and passenger fares are relatively 
low in relation to the degree of infla- 
tion that has taken place since 1940. 
However, competition from other forms 
of transportation has become increas- 
ingly keener and further increases in 
rates probably would result in still 
greater loss of traffic. Railroad execu- 
tives themselves are divided on the 
merits of new rate increases, with many 
western roads of the opinion that the 
trafic could not bear them and most 
eastern roads feeling they would be 
unavoidable if wages rose sharply. Per- 
haps one area where the railroads ought 
to seek higher revenues is in passenger 
fares. Higher fares probably would not 
make the situation any worse and might 
well add to earnings and possibly hasten 
elimination of some unprofitable trains 
and branches. Higher fares also should 
be sought in fairness to shippers who 
have been bearing the brunt of rising 
costs up to this time. If higher fares 
won't produce more earnings, the rail- 
roads then will be in a sounder position 
to obtain their revenue needs from the 
shippers. 


ARTHUR JANSEN 
W. E. BURNET & CO. 


Restinc Periop AHEAD? 


Investor confidence is running high 
and earnings and dividends are in an 
advancing trend. The important ques- 
tion is whether or not the market is 
overdiscounting these favorable trends. 
Despite the fact that common stock 
yields are low and price/earnings ratios 
high, the evaluation of these factors is 
still below the ratios that prevailed at 


the market tops of 1936-1937 and 1945- 
1946. 


The technical behavior of the market 
also suggests that the prices of a great 
many securities are relatively high and 
also that the general market is gradu- 
ally losing its upside momentum despite 
the fact that the “averages” and indi- 
vidual stocks are continuing to advance. 
However, a closer study reveals that an 
increasing number of issues are fail- 
ing to continue their advance. All of 
this seems to indicate that the market 
may gradually be building a top pat- 
tern that may take a longer time period 
to complete and when completed it is 
possible that the averages may be at a 
somewhat higher level. 


What type of decline is probable 
after a distributional top is formed? 
Will it be a sharp decline similar to 
1946 in which almost every stock par- 
ticipated and in which the averages de- 


. clined 25%? Or will it be more like 


the 1951-1953 consolidation period 
when quite a large number of issues 
suffered sharp price declines while the 
growth leaders held in narrow trading 
ranges for over two years? The evi- 
dence at hand seems to favor the prob- 
ability of a 1951-1953 type of correction. 
A great many growth issues appear in 
need of a consolidating period. I en- 
vision a trading area of roughly 500 
to 400 in the industrial average over 
the next year or two with possibility of 
40% of the individual issues declining 
while 40% rest and consolidate and 
possibly 20% advance against the gen- 
eral trend. 


If such a pattern develops there will, 
of course, be extreme selectivity. This 
is evident even today. The following 
groups, for example, appear high 
enough at the moment:—Aluminum, 
Automobiles, Building Materials, Ce- 
ment, Copper, Glass, Paper, Rails, Rub- 
ber and Steel. While these groups ap- 
pear high enough, they have not yet 
indicated a downtrend like Air-condi- 
tioning, Aircraft Manufacturers, Brass, 
Electrical Equipment, Electronics and 
some Machine Tool issues. The follow- 
ing groups appear to have a minimum 
of downside risk and a fair upside po- 
tential and appear suitable for purchase: 
—Department Stores, Distillers, Drugs, 
Farm Equipment, Lead and Zinc, Nat- 
ural Gas, Textiles and Tobacco, and 
other miscellaneous issues. 


Epmunp W. TABELL 
WALSTON & CO. 


655 











NEED FOR CAUTION 


The present situation is not without 
disturbing aspects that emanate from 
today’s skyrocketing confidence. It 
seems a good time to bear in mind that 
there never has been a boom without an 
end. Conceptually, perhaps, there is no 
reason why an uptrend ever has to be 
interrupted. If businessmen were always 
right in their anticipations of the future, 
or if the number of mistaken judg- 
ments by the business community re- 
mained relatively small, or if there were 
no “outside” disturbances such as crop 
failures, wars, and governmental inter- 
ference, the economy might move along 
indefinitely at something approximating 
full utilization of resources. But it is a 
historical fact that businessmen make 
mistakes in judgment and that occa- 
sionally these mistakes are bunched to- 
gether, as it were, in greater than aver- 
age number. When this has happened, 
adjustments involving recessions or de- 
pressions have followed. 


There is no reason to believe that 
the world has suddenly arrived in a 
new age free from the old pattern. Con- 
fidence,, such as is now visible on all 
sides, can be an important boon to 
activity in so far as it stimulates sound 
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business expansion. Experience shows, 
however, that confidence has a way of 
developing into overconfidence, which 
frequently leads to unsound business 
expansion. It would be foolish to assume 
that the present situation was uniquely 
immune to this danger. 

Guaranty Trust Co. of 

New York Survey, August 


Equities SWEETEN WELFARE FUNDS 


The forces which have motivated the 
inclusion of high grade equities in con- 
servative investment programs of indi- 
viduals and institutions have: met vary- 
ing degrees of resistance in two sectors 
especially, namely in life insurance port- 
folios and in placement of labor union 
funds, whether under collective bargain- 
ing agreements or representing the 
sometimes substantial sums under con- 
trol of national officials. The equity 
problems confronting life company in- 
vestment officials lie in the administra- 
tive field as well as in the permissive 
percentage, but in union circles there 
appears to have been, until compara- 
tively recent years, marked reluctance 
to step beyond the circle of Govern- 
ment and high grade bonds. While some 
union funds have tardily followed the 
prior example of bank-administered in- 
dustrial pension funds in corporation 
partnership, the pattern is far from 
unanimous with some abstaining, others 
with a modest tentative commitment 
and still others with a long-range pro- 
gram of equity build-up by dollar 
averaging. 

Some interesting observations in this 
field are found in a study of twelve 
industrial pension funds compiled by 
Martin E. Segal & Co., pension actuarial 
consultants of New York City. The total 
of these twelve funds approximates $25 
million at market value as of latest 
report date, none prior to the end of 
1954. Nine held between 20-25% of 


assets in equities, two between 15-20% 
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and the lowest figure was 8.2%, in spite 
of which overall yield was 3.23% on its 
$1.6 million portfolio. Yields ranged 
from 2.93% to 3.69% exclusive of 
capital gains, a substantial advantage 
compared with the estimated return of 
2.7% from Government bonds acquired 
in the identical period. The practical 
aspects of enhanced yield reflect in the 
possibility of larger future benefits and 
in the prospect of this excess return 
meeting total administrative costs five 
years hence in the case of eight of the 
twelve funds studied. Thus common 
stocks are helping to fatten the retire- 
ment funds covering some 118.000. 


Market appreciation over cost ranges 
from a low of 4% to a top of 33.5% 
but improved return and_ long-range 
growth potential have been the criteria 
rather than capital gains. With the pen- 
sion plans adequately funded by the 
fixed income poriion of the portfolios. 
there should be no need for liquidation 
under pressure; rather, such periods 
would assist further accumulation of 
selected common stocks. In this con- 
nection, it is stated that the recommend. 
ations of trust companies. acting as in- 
vestment advisers or corporate trustees. 
have encouraged the trustees of these 
twelve funds to authorize limited equity 
participation. An important element is 
to be assured that the trustees not devi- 
ate from their long-range stock policy 
in the event of a falling market. 

A A A 
@ Natural Resources Fund and Natural 
Resources of Canada Fund, Inc., two 
mutual funds with combined assets be- 
tween $54 and $6 million under spon- 
sorship of Frank Valenta and Company, 
are proposing to their stockholders a 
merger and a broadening of their invest- 
ment area so as to concentrate invest- 
ments in companies in both hemispheres 
owning sizable reserves of strategic na- 


tural resources, including essential min- 
erals and fucls. 
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INVESTMENT FLOW TO CANADA 
CONTINUING 


The combination of an abundance of 
natural resources with cheap energy, 
backed by soundly conceived govern- 
mental ecenomic and fiscal policies, has 
long commended Canada as a preferred 
area for foreign investment funds. For 
many years a borrower in the United 
States and Great Britain for Dominion, 
provincial and municipal account, the 
volume of foreign-held Canadian bonds 
has declined appreciably through repat- 
riation as large-scale equity investment 
has become of increasing interest in 
recent years. 


Although United States capital has 
played a large role in its development, 
Vice-Chancellor James of McGill Uni- 
versity has stated that Canada’s ability 
to save a larger proportion of national 
income than most other countries was 
making possible the financing of some 
85% of its capital needs. In fact, this 
growing spirit of financial independ- 
ence has been reflected in the desire of 
Canadian interests to share in owner- 
ship of United States subsidiary opera- 
tions in that country and gradual steps 
toward this end appear logical. While 
the United States stake represents some- 
thing in excess of $9 billion by latest 
estimates, a large part of this total is 
covered by worth of subsidiaries, plus 
joint ventures financed by large indus- 
trial users of raw materials seeking to 
asure an adequate supply for future 
years. 


Last summer the urge to make avail- 
able to United States investors the 
benefits of the liberal tax treatment 
accorded to dividends and capital gains 
in that country motivated the formation 
of numerous Canadian-domiciled in- 
vestment companies, with total capital- 
ization of $125-$150 million. It was 
feared that the channelling of this not 
inconsiderable sum into the Canadian 
markets might have an undue effect 
upon prices but this has not been the 
case and reports of first year operations 
have shown gratifying appreciation un- 





658 







STU TIONAL UNMES IMMER 


der experienced management. The re- 
cent sale of an additional 250,000 shares 
of Scudder Fund of Canada, Ltd., rais- 
ing total capitalization to 1,250,000 
shares, may be the forerunner to further 
expansion in this field as larger capital 
resources permit wider diversification 
with reduced administrative costs. 


The large and internationally known 
Canadian corporations present no ma- 
jor investment problems but, prior to 
the formation of investment companies 
equipped to work in this area, the in- 
dividual investor lacked the means to 
appraise. intelligently the management 
of the many good, but smaller and less 
known, Canadian corporations deserving 
of consideration. Because of favorable 
tax treatment, most Canadian stocks of 
investment caliber sell at somewhat 
higher price-earnings ratios than in the 
United States and informed judgment 
is especially required to follow trends 
in that economy which, although its 
business picture often follows that on 
this side of the border, cannot be 
counted upon to keep in either degree 
or timing. For instance, some experts 
believe that Canada is now in an earlier 
stage of business recovery than is the 
United States and that consequently 
there may be a reduced degree of ex- 
posure in selected commitments there 
at this time. 


The Canadian Government’s policies, 
designed to provide flexibility and to 
avoid undesirable wide swings in busi- 
ness activity, have been successful in 
holding the economy on a fairly even 
keel. In spite of a deficit in the fiscal 
year ended last March 31st, a lower 
tax schedule was voted and the new 
rates, based upon a normal estimated 
national growth of 3.5% a year, are 
expected to produce a surplus for the 
current fiscal period. 


FIRMER MONEY IN PROSPECT 


Money market conditions since early 
in the second quarter have been con- 
sistently tight with reflection, however, 
coming more in the Federal Funds rate 


SMUOLS ANY Ernie 


than in the Treasury Bill rate until re- 
cently. 

On July 5, the Treasury announced 
cash financing of 1%s due March 22. 
1956, acceptable on March 15 for taxes 
with interest to March 22. It also an- 
nounced that it would sell for cash 
subscription in the neighborhood of 
$750 million 3s due 1995, representing 
a reopening of this issue, with savings- 
type investors receiving preferential al- 
lotment. Books on the 1%gs were opened 
July 8 for one day only with subscrip- 
tions of $10.6 billion. Subsequently al- 
lotments were 19% with subscriptions 
for $100,000 or less allotted in full 
and for larger amounts not less than 
$100,000. The books on the 3s opened 
July 11 and savings-type investors sub- 
scribed for a little over $749 million 
with the total above $1.7 billion. Allot- 
ments, including the $25 million to 
Treasury investment accounts, were 
$821.5 million with savings-type in- 
vestors receiving preferential allotments 
of 65% and others 30%, with $25,000 
subscriptions allotted in full and larger 
ones receiving that minimum. Payments 
could be made on a deferred basis by 
savings-type investors. 


The Federal and the Treasury very 
patently worked in close cooperation in 
the face of a very tight money market. 
and the reopening of the 3s was mani- 
festly not only a desire to lengthen out 
debt and provide media for long-term 
investors such as pension funds but to 
aid Federal Reserve money market pol- 
icy through compatible debt manage- 
ment. The 1%s and the 3s _ initially 
commanded premiums but the 3s failed 
to hold their premium in the face of 
demands on the capital market. 


On July 18 the Treasury announced 
terms on the 144s due August 15, 1955 
on which the books were open for three 
days. In connection with its new money 
financing and its August refunding, the 
Treasury took into consideration the 
situation which developed earlier in the 
year when it combined cash and refund- 
ing operations, and divorced the two. Ii 
also gave a broader choice in connec- 
tion with the maturing 114s, and to 
make the deal a little more attractive. 
the holders of the 144s received a 15- 
day interest bonus. The maturing obli- 
gations could be refunded either for a 
2% Treasury Tax Anticipation Certi- 
ficate due June 22 acceptable for taxes 
on June 15 with interest to June 22 or 
the reopened 2s due August 15, 1956. 
This split offering was designed to re- 
duce attrition as much as possible on 
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the part of non-bank holders and yet 
permit the Federal Reserve to refund 
its substantial portion (about $5.7 bil- 
lion) of the maturing approximately 
$8.5 billion of 144s in an issue which 
would subsequently have an exchange 
right. The Federal Reserve Banks con- 
sequently, although no announcement 
was made to that effect, are assumed to 
have taken the 2s due August 15, 1956. 
Indications are that out of the approxi- 
mately $2.7 billion of 14s held outside 
of the Federal Reserve Banks, almost 
$1.5 billion were exchanged for the 
June 22 Tax Anticipation Certificates 
and about $1.1 billion for the 2% Notes 
maturing August 15, 1956. Attrition 
amounted to less than $150 million 
which was an excellent showing. 


The problem, of course, has been to 
pursue a Reserve money market policy 
looking toward restraint while assisting 
the Treasury with new money and re- 
funding. Under conditions of high level 
business activity with substantial de- 
mands upon the money markets, it is 
difficult for the Federal Reserve to take 
a strictly independent attitude when 
Treasury needs are important. However, 
no Treasury refunding is due until De- 
cember and additional new money fi- 
nancing is not expected until around 
the end of September or early October. 
The Federal Reserve will probably use 
the interim to increase restraint some- 
what, alihough Federal open market 
operations both for own account and 
repurchase agreement have in _ past 
weeks purchased more bills than the 
weekly increases in Treasury Bills. How- 
ever, with the addition of the March 
and June Tax Anticipation Certificates 
there has been added about $3.7 billion 
of short-term media to the market al- 
though the approximately $1.5 billion 
came out of the August notes. Conse- 
quently, demand for Bills has somewhat 
lessened and since June 27, when the 
average bill yield at auction was 1.40%, 
yields have risen to 1.85% on the Au- 
gust 1 offering, with further increases 
anticipated. 


Moreover, short and intermediate term 
yields are likely to show even greater 
liberalization in a tight money market. 
As of the present writing, commercial 
paper rates have been lifted by 14 of 
1% by finance companies following the 
recent increase of commercial paper 
dealers on industrial paper. Further in- 
creases may also be anticipated in these 
media. It is also noted that loans to 
brokers and dealers have had their 
second boost, although the rate to Gov- 
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ernment dealers has been more flexible 
and is below the rate for loans on 
other collateral. 


Demands for credit accommodation 
are expected to continue heavy and even 
with the Federal Reserve pursuing a 
policy of some restraint, it is likely that 
reserves will be provided to prevent a 
squeeze. However, it is not likely that 
the Federal will make funds available 
beyond the bare minimum to. take care 
of Treasury needs and usual seasonal 
demands. Not only will there be some 
restriction on credit availability but the 
cost of member bank recourse to the 
rediscount window can be expected to 
rise. 


The Comptroller of the Currency and 
the Federal Reserve have called for a 
closer scrutiny of consumers’ loans in- 
dicating that they are not as much con- 
cerned about the totals as they are with 
the terms. Imposition of selective credit 
controls are distasteful to the Admini- 
stration and it is unlikely that they will 
be used except as a last resort. Another 
step with respect to credit extension 
which has come in for scrutiny is the 
warehousing of mortgages, and in this 
connection the Reserve Banks have 
called for caution. However, if inter- 


® 


mediate Governments such as the 214s 
due 1961 and 214s due 1963 afford 
yields of 3%, there could well be a 
disposition on the part of banks to re- 
assess the situation. They may be in- 
clined to forego the very satisfactory 
short-term rates on warehousing of 
mortgages in the light of deep dis- 
counts on these relatively short Govern- 
ment issues and take into consideration 
the possibility that if money market con- 
ditions change next year they may have 
to reemploy funds coming out of ware- 
housed mortgages at less favorable rates 
in the bond market. Moreover, many 
banks will be attracted to intermediate 
maturity governments in the hope of a 
subsequent capital gain. 


At the present time it is difficult to 
take a constructive attitude with respect 
to bond prices in the face of the sub- 
stantial demands being made upon the 
money market. The business pattern will 
have to be watched very carefully as 
well as the approach of the Reserve 
authorities with respect to the availa- 
bility and cost of reserves. It is diffi- 
cult to tell how low the market will go 
in the face of even careful money mar- 
ket management and one must be alert 
to any change in policy from the utiliza- 
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Scudder Fund of Canada Ltd. 
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tion of general controls to the imple- 
mentation of selective credit controls. 
Reimposition of selective controls with 
respect to consumer credit or mortgage 
credit could relieve the bond market of 
important pressure although one would 
not immediately expect price improve- 
ment. It might result, however, in a 
period of stability somewhere around 
present levels. : : 

The municipal and corporate bond 
markets will also be influenced by the 
above factors. Some financing, how- 
ever, may be postponed, thus tightening 
the issue schedule as in the recent New 
York State Thruways with state guar- 
antee. Deferral of this $125 million of- 
fering temporarily aided the market. In- 
vestment houses and issuers alike are 
likely to proceed cautiously. 

Portfolio management should con- 
tinue to carefully assess the situation 
and guard liquidity. Moves for tax pur- 
poses should also be given consideration. 
Ultimately, more attractive returns as 
well as greater future capital gain pos- 
sibilities are likely to appear but with 
further price declines scale purchases 
may be advisable. The market may well 
be already discounting likelihood of 
higher loan rates and a higher redis- 
count rate. As always, the business pat- 
tern and credit demands hold the key 
to the bond market. 

A A A 
U. S. and Foreign Securities 
Report Reflects Merger 


The first statement of United States 
and Foreign Securities Corporation giv- 
ing effect to the merger of United States 
and International Securities Corporation 
as well as two minor subsidiaries into 
the corporation has been published as 
of the end of June. A minor percentage 
of oil holdings were lightened during 
the second quarter of the year to facili- 
tate the various transactions accom- 
panying the merger, but this group still 
accounted for 41% of total assets. 
Chemicals and drugs accounted for 
18% and combined cash, receivables 
and governments for 6.7% of total 
assets of $134 million. 

The simplification of the U. S. and 
Foreign capital set-up now leaves it 
with a single issue of equity capital- 
ization and no subsidiary investment 
company holdings. Among the larger 
well known diversified closed-end in- 
vestment companies, Adams Express is 
the lone survivor with a controlled 
affiliate investment fund of any conse- 
quence, holding 69% of the voting 
stock of the $34 million American In- 
ternational Corporation. 
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AFFILIATED 
FUND 


A Common Stock Investment Fund 


BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth. 


Investment objectives of 

this Fund are long-term 

capital and income growth 
for its shareholders. 
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Prospectuses on request 
LORD, ABBETT & CoO. 
63 Wall Street, New York 
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STATES 


HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 








No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the.employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for July 
30, 1954 appear in the August 1954 issue and current income returns 
based on July 29, 1955 offering prices are available on request. 
These will soon be added to a revised short form index. 












































































































































Reference should be made to the introduc- ] 6 . | 16 17 18 19 20 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to | 7/29/55 Last 12 mo. Div. %| Prin. Less | 5-Yr. Avg. 
os eae a6 soon 7/29/55 Net Cum. Cap. | Net Invest. 
selecting stock and cost-of-living averages, eee : : : 
periods and in interpretation of data. Principal Pina Principal a Pi go eg Income % 
BALANCED FUNDS 
American Business Shares awn 65.0 $174.8 +173.9 3.41 9.89 +117.8 3.47 
Axe-Houghton Fund “A” — 71.4 %$266.3 264.8 2.37 4.11 203.9 3.01 
Axe-Houghton Fund “B” = 88.1 $297.9 7295.5 3.87 1.95 +239.2 3.74 
Boston Fund __. 103.1 60.2 %230.9 +228.2 2.81 2.00 7189.4 3.34 
Commonwealth Investment 106.3 78.5 $283.6 282.3 3.03 1.78 239.3 3.69 
Eaton & Howard Balanced _- 114.5 73.6 $249.2 247.7 2.96 1.91 221.2 3.54 
Fully Administered Fund (Group Securities) — — 69.4 $183.6 182.1 3.13 1.37 152.5 3.34 
General Investors Trust _. 110.0 65.2 174.4 173.4 3.43 3.17 138.4 4.27 
Investors Mutual a 738.5 %$204.5 203.9 3.46 1.08 173.2 3.94 e 
Johnston Mutual Fund __ x2 — $254.5 253.9 3.10 2.01 234.3 3.78 @ 
Nation-wide Securities** — 102.6 59.6 %$173.3 172.5 3.47 1.32 143.2 3.93 
Dreyfus Fund**** (c) — — $268.6 7264.5 1.96 6.44 +237.8 3.36 e 
Cosme Paisen Feed — 69.2 %$205.2 204.7 2.92 2.33 174.0 3.68 
Scudder Stevens & Clark — — 97.4 80.9 $201.7 200.0 3.01 2.03 172.3 3.25 
Wellington Fund as 105.2 75.0 $214.9 214.0 3.03 2.33 170.7 3.51 
Whitehall Fund teas — — $261.6 260.6 3.50 4.64 229.4 3.85 e@ 
Wisconsin Fund, Inc.*** __ — 65.1 $300.2 7298.3 3.17 2.64 +222.9 3.11 
AVERAGE: BALANCED FUNDS __.-_. = 105.6 70.8 227.8 226.4 3.05 3.02 179.6 3.61 
STOCK FUNDS 
Affiliated Fund*** — = 50.2 $244.3 243.0 3.80 4.59 157.4 4.19 
Broad Street Investing Corp. 109.9 60.1 $299.5 297.9 3.76 2.43 251.1 4.57 
Bullock Fund _. 109.8 61.0 $288.0 283.6 3.04 3.02 235.9 4.11 
Delaware Fund _.... = 761 {2128 211.4 2.91 4.26 125.2 3.70 
Diversified Investment Fund, Inc.*** (c) __ — — Seco 213.9 3.99 3.73 192.0 4.85 e 
Dividend Shares 109.0 62.1 $240.2 7237.3 3.04 2.66 7197.1 4.02 
Eaton & Howard Stock 107.1 62.7 {849.8 346.6 2.52 2.68 305.1 8.87 
Fidelity Fund aes = $348.1 342.4 3.52 2.27 302.5 4.49 e 
Fundamental Investors 105.2 64.8 3724 366.4 3.12 3.16 317.8 4.16 
Incorporated Investors 103.6 | 63.9 %369.0 360.7 2.68 1.55 305.5 8.72 
Institutional Foundation Fund —..._»_>_>S — $243.0 241.7 3.11 3.20 189.5 3.61 e 
Investment Co. of America — 50.8 $292.7 291.5 2.62 7.09 214.1 3.50 
Knickerbocker Fund — 69.0 144.5 +143.2 3.08 3.08 + 92.1 2.76 
Loomis-Sayles Mutual Fund (c) ..--_.. 72.4 74.2 $281.7 +230.7 3.06 3.11 158.7 2.92 
Massachusetts Investors Trust -...__»_-_»__»_>_>_” 110.7 50.7 %$302.9 298.8 3.49 0.96 281.5 4.38 
Mass. Investors Growth Stk. Fund —_-____ 114.2 57.4 %$320.1 314.0 2.04 2.07 266.3 2.81 
Mutual Investment Fund (c) 129.7 56.1 %$209.8 208.5 2.72 2.86 170.8 2.64 
National Investors — 60.7 364.4 356.9 2.48 3.14 289.0 3.34 
National Securities — Income*** (c) —.. — 66.0 %$142.8 142.2 4.62 2.31 121.0 5.53 e 
New England Fund (c) 117.4 61.4 $196.3 ¥195.6 3.45 4.47 7155.0 3.86 
Selected American Shares 123.8 60.9 $246.2 243.2 3.22 5.37 189.4 4.16 
ELE LTR — 62.55 %$194.3 192.3 3.53 1.39 164.9 4.76 
State Street Investment Corp. 92.8 60.7 $280.0 279.4 r2.61 5.02 190.3 2.97 
Wall Street Investing Corp. (a) — =~ $6829 4329.8 3.08 1.03 4317.5 3.78 @ 
AVERAGE: STOCK FUNDS ~___. fDi ee, 108.1 63.2 278.1 274.9 3.00 3.09 220.1 3.70 
90 STOCK INDEX (Standard & Poor’s) — 106.7 59.3 847.5 345.6 — a — — 
CONSUMER PRICE INDEX (B.L.S.) —.- — |ng99.8 n193.6 — — — = sash 




















Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such data and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 





n—new revised series adjusted to Dec. 1939 base. {Ex-dividend current month. 
t—plus rights. tHigh reached current month. 
(c)—regrouping awaits new detailed classifications @ Principal index begins after 1939 base date. 


of N.A.I.C. New England a flexible fund with 
current balanced policy. 
(a)—Does not reflect new acquisition cost. 


August 1955 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





**Became Balanced Fund in 1945. 
***Not included in balanced or stock average. 
***%*Name changed from Nesbett Fund. 


COPYRIGHT 1955 BY HENRY ANSBACHER LONG. 
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STOCK VALUATION IN RECENT MERGERS 


A STUDY OF APPRAISAL FACTORS 


CHELCIE C. BOSLAND 


Eastman Professor of Political Economy, Brown University 


Chickasha Cotton Oil 


HE PURCHASE OF CONTROL OF THIS 
feet small company by a Texas 
group already holding a substantial in- 
terest reflects valuation factors where 
earnings are normally greatly affected 
by fluctuations of crops and raw mate- 
rial prices as well as by prices of com- 
peting products. Since growth possibili- 
ties do not appear to be large and 
earnings and dividend fluctuations are 
wide, this company provides an example 
of valuation of a well-established but 
unstable business. 


The company suffered a deficit of 
$0.66 a share in the year ended June 
1953, and had average 5 years earnings 
of $1.28 per share. However, the last 6 
months to December 1953 had been un- 
usually profitable, with earnings of $2.28 
a share. This shows the vital importance 
of the earnings period used in valuation. 
Earnings and dividend record prior to 


the 1953-54 fiscal year are: 


Earnings Dividends 
1949 | 0.07 1.00 
50 _ 4.19 1.25 
51 2.39 1.25 
_ ee. 0.43 0.75 
a .......... (pao none 


In view of the rebound in current 
earnings and restoration of the 25 cent 
quarterly dividend, the price of $19 is 
not unusually high for purchase of con- 
trol even though $4 a share above the 
best market price up to a week before 
the purchase. At 19, 5 year average earn- 
ings were capitalized at about 7% and 5 
year average dividends at about 4%, 
but the average included some very good 
and very poor years and did not reflect 
current earning power. Since the pur- 
chase of stock is always forward-looking, 
the high 1954 profit rate may have been 
much more influential than past aver- 
ages. 

Balance sheet items may have helped 
sustain the purchase price. Both market 
value and purchase price again were far 
below book value of about $40, but con- 
siderably above net current assets of $9 


662 








This is the third 
of a three-part study 
by Professor Bos- 
land, whose entire 
career has been de- 
voted to economic 
teaching and_ re- 
search. He is a grad- 
uate of the Univers- 
ity of Minnesota, 
University of Mich- 
igan, Ph D., and 
member of Phi Beta Kappa and other 
learned and professional societies. In addi- 
tion, he is a past president of the American 
Finance Association and has served for four 
years on the Advisory Committee of the 
Rhode Island Development Council. A fre- 
quent contributor to economic journals, he 
is also the author of “The Common Stock 
Theory of Investment” and “Corporate Fi- 
nance and Regulation.” 





a share. The company had a heavy bur- 
den of current debt with current ratio 
only 1.3, quite low for an industrial. Its 
capital structure was reasonably good, 
with 14% term debt and 86% common 
stock equity. 

If the past five years are indicative of 
normal earning capacity, the company 
does not appear to be employing its 
assets very profitably and the purchase 
price appears high. However, if pros- 
pects are substantially improved or if 
some of the fixed assets can be liqui- 
dated without impairing basic earning 
capacity, purchase price may not be as 
far out of line with market conditions 
as would first appear. This is a good il- 
lustration of the importance of current 
and prospective earning power, and the 
difficulty of computing meaningful aver- 








Chick- 

asha Folle- Rabri- 

Cotton fansbee con 

oil Steel Products 
Purchase Price per share £19.00 £20.00 | $33.00 
‘arket Price 2 mo. previous 14.0C 15.00 32.00 
atest Year Earnings 40,66 2.34 4.06 
6-Yr. Average Earnings 1.28 2-41 yey 
Latest Yr. Dividend None 1.25 2.20 
S-Yr. Average Dividend 0.85 1.40 1.62 
Pook Value 40.00 | 34.88 28.39 
Net Current per share 9.00 19.20 14.70 
Current Ratio 1.3 3.5 204 
~ Common & Surplus 86 92 100 




















ages where earnings fluctuations are 
large. 


Follansbee Steel Corporation 


This rather small manufacturer of 
steel-strip and sheet has had a rather 
erratic career. It experienced real diff- 
culty during the depression years of the 
°30s but improved its position during 
the war and post-war years. After a 
deficit in 1949, it earned over $4 a year 
in 1950 and 1951, and 1952-53 about 
$2.00, with the first quarter of 1954 
showing a loss of $0.40 per share. Divi- 
dends as low as $1 were paid in 1949. 
$2 in 1951 and the 1952-53 rate was 
$1.25. 


Again the name of F. W. Richmond 
appeared as representative of a New 
York group that offered to purchase all 
assets for about $9 million, or the 
equivalent of about $20 a share. The 
purchase plan provided that the Follans- 
bee corporate shell would then be taken 
over by Clint W. Murchison for merger 
with his Consumers Co. and the Frontier 
Chemical Company. Follansbee  stock- 
holders would receive 1 share of com- 
mon stock and one share of 5% $5 par 
preferred in the merged companies for 
each share. This arrangement appeared 
attractive for Murchison if it were pos- 
sible to offset Follansbee’s tax carry- 
over losses against gains from the other 
two ventures. Apparently this is a case 
in which a corporate shell is worth pre- 
serving because of tax laws written to 
accomplish quite a different result. How- 
ever, our interest here is in the purchase 
of Follansbee assets, not in the final dis- 
position of the corporate carcass. 


A glance at the table will show that 
the $20 purchase price represented 4 
premium of about $5 over the previous 
market price. At $20, earnings were 
capitalized on about a 12% basis and 
dividends on a 6-7% basis, while the 
previous market capitalized earnings on 
a 16% basis and dividends on an 8-9% 
basis. These relatively high rates of 
capitalization of past earnings were to 
be expected in light of the clouded out- 
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look for steel and the poor start in 1954 
by Follansbee. 


The very strong balance sheet position 
was powerless to counteract the down- 
ward pull of reduced earnings. The stock 
had a book value of nearly $35 and a 
net current asset value of over $19. Its 
current ratio was 3.5 and 92% of its 


capital structure consisted of common 


stock and surplus. Of course, the fact 
that complete control over all assets was 
obtained, including working capital. 
which alone was worth nearly the entire 
purchase price, might well have influ- 
enced the buyers. who could liquidate if 
operations were unprofitable. However. 
it was announced that operation rather 
than liquidation would be the policy for 
the immediate future, later reversed 
when the news leaked out that the Rich- 
mond group had contracted to sell most 
of the equipment to Republic Steel for 
use elsewhere. 

This aroused intense local opposition 
and legal efforts were made to halt the 
sale. Finally Republic withdrew its offer 
and the plant was sold to Cyrus Eaton, 
a Cleveland investment banker, who 
promised to operate the mill in Follans- 
bee for at least three years. 


Again, note that neither book value 
nor net current assets per share set a 
lower limit to the market price of small 
blocks of stock, even if the latter item 
might be a logical motivating factor in 
the mind of a purchaser of enough stock 
to force profitable liquidation. Neither 
do they appear to keep a stock from sell- 
ing at high rates of capitalization of past 
earnings when current operations are un- 
profitable and the outlook clouded. This 
is true even when the working capital 


f position is sound or quite strong. 


In this case, there was also a suit 
pending against management for $6 mil- 
lion, brought by small stockholders con- 
tending that there had been mismanage- 
ment, particularly in the acquisition of 


Federal Enameling and Stamping Co. in 
1948. It is not apparent that the suit had 
any direct effect on the sale by Follans- 
bee interests. The price later paid by 
Eaton was not disclosed. 


Fabricon Products 


The final example of acquisition of 
assets or controlling stock is the pur- 
chase of this company by Eagle-Picher. 
Inc., an old established lead and paint 
company. Fabricon Products, Inc., is 
a manufacturer of felt and fiber panels 
for the automobile industry, also plastic 
products and wax paper. Diversification 
of product would seem to be the motive 
for this acquisition. 


The price of $33 a share was in line 
with the previous market and _ repre- 
sented about a 12.5% earnings yield 
and over 7% dividend yield. Fabricon 
may have felt the 1954 slump in auto 
manufacturing but it resisted any 
marked reduction in earnings by show- 
ing $1.75 for the first 6 months of that 
year. 


There does not seem much evidence 
that asset position played a significant 
role, both purchase and market prices 
being somewhat above book value and 
considerably above net current assets. 
The current ratio was about a normal 
21% to 1 with capitalization 100% com- 
mon stock. 

It is interesting. to contrast the values 
of Fabricon and Follansbee stocks in the 
light of asset positions. Follansbee’s 
stock sold on the market at $15 and the 
negotiated purchase price amounted to 
$20 a share. Yet its book value, net cur- 
rent assets per share, and current ratio 
were considerably above Fabricon’s with 
market of about $32 and a purchase 
price of $33 a share. The obvious ex- 
planation is, of course, the difference be- 
tween the two companies in size and 
regularity of earnings. This earnings 
thread becomes more and more promi- 
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nent in the whole valuation fabric, and 
demonstrates anew the validity of ac- 


‘cepted theories of valuation of going 


concerns. 


Partial Acquisition of Assets: 
R. G. LeTourneau and Alexander 
Smith 


These are two instances where only 
part of a company’s assets were sold. 
Financial records are not very revealing 
since they cannot be divided to separate 
significant data for the severed part of 
the business. 


R. G. LeTourneau, Inc., a leading 
manufacturer of heavy earth-moving 
equipment and other products, sold its 














First Choice for 
Trust Service 
in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’’. 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’’ 
officer to-whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively”’ 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 

























































































































earth-moving equipment plant to West- MERGER - STOCK PURCHASE 
inghouse Air Brake Co., which was seek- DATA 
ing diversification outside the railroad 
a { equipment field. LeTourneau had been EEE 
a relatively profitable company, although apie & {- 
it suffered deficits in 1947 and 1948. ZR2| Fe wy 
O U r ; Its earnings in 1950-52 were very im- oe - — 
y pressive despite vulnerability to the ex- coe-oe 5 
° cess-profits tax. sae 8 4 a 
S e CV 1 eS c These LeTourneau assets were bought SERS 8 ol @ : 
in May 1953 for $19.5 million, or about we Pa ess| $e 
. . our 70 years’ experience in 10 times entire 1952 earnings of $2.1 Sof 8 *oo} 8 
every phase of estate settlement nia news item mean en oa5.. 
ini ion. value oI the property purchased at about °Se4 = 
rs son cad pecs ei $4.3 million. This is more evidence of yas +2 - 
tomers the benefits of the collective the lack of significance of book value -* bxal £ 
knowledge and experience of our and the importance of earning power. eer oe] 28 
specialists in estate settlement and In addition, about $10 million was to be ee "381 98 
trust administration in Delaware. paid for inventories and other current BBS S| 8 
assets. "2 _ 
EQUITABLE SECURITY A decidedly different earnings back- sie aE 
TRUST COMPANY ground existed in the purchase by Con- Se B58 Te 
Main Office: 901 Market St., Wilmington, Del. goleum-Nairn, in May 1953, of Sloane- aes SEE] 088 
Blabon Corp., the linoleum-making sub- s23 6 B33] 898 
sidiary of Alexander Smith, Inc. Ap- 2° » 383) 83° 
parently hard and soft floor coverings . See s eee 
are two different industrial animals and eee -g Be ° 
Alexander Smith had found linoleum- Soe F ua 
making a money-losing proposition to oe : et 
Delaware’s first commercial bank 1795 the tune of $6.5 millions between 1948 & Fo & “3% Sr 
Delaware’s first trust company 1885 and 1953. It is therefore not surprising Fee S $83] 075 
ee that the Sloane-Blabon facilities were gas > ges 
sold to a leading maker of linoleum a es 
products for $1014 million — less than a 2 see liw 
half their book value of $23 million. es 8 cel 8 A: 
Thus, even in the sale of assets, the ~~ : adel ad PPE, 
magic ingredient is earning power. With +s #3 = ~~T} 2 3 
it, LeTourneau assets sell for nearly 5 zee ° male. 
. times book value; without it, Sloane- i ae Ei 
«Hand Knowledge Of Blabon assets sell for less than half of ase 4 ries att 
The Loeal Situation book value. Is there any more eloquent ee3 9 seg] 874s 
testimony to the truth that book values es 8 
In many cases first-hand and asset values are really not values at 43 . epr| S824 
all but mere book-keeping figures to re- ase EER] *7°3 
knowledge can save end- cord something that happened in the pas 
less time and costly mis- _ past? at Ba] 28ee 
takes in handling trust ae ee ce bts 
° i= 
and estate problems. So 1. As noted at the outset, this spate ss pie gafss 
whenever you need help of mergers and acquisitions, by and aoe ies: 
on any estate matter in large, involved smaller industrial units. oa ~_-| oF 
eral pase 4 In that sense, we have not seen the U. S. te ie & Pre] §F 
Virginia, use First and Steel or General Motors type of com- 2a vince: So 
Merchants’ exceptionally bination. On an absolute basis, some of Si EE he 
fine trust and investment the concerns were large, namety:. the r RS gees 
; hotel combination, the automobile and ve 336 
departments to save time textile companies, and the dairy merger Ke ciuan 
and money for yourself brought together concerns with sales ge per peehe 
and your customers. volumes running into the hundreds of as nee 
millions of dollars. Measured by the 2 | vest 
standards of fifty years ago, these would : eee Ba 
have been giants, but today they are not s 
First oo MERCHANTS startling in size. aria 
NATIONAL BANK OF RICHMOND 2. Th f — ee we bod Sask 
Member Federal Deposit Insurance Corp. ' e mergers requent y involve ONAN FD 3 
firms making unlike products, and ap- 
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Cities Service transported more oil through more miles of 
pipeline in 1954 than ever before in Company history. Reason 
for this bustling underground activity—more Cities Service 
customers than ever before in Company history! 
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parently were motivated not by desire 
to control the market but to survive com- 
petition of larger concerns, or by desire 
to diversify. Hence, not many of them 
raised serious monopoly problems, al- 
though some, like the hotel combination, 
might have raised an eyebrow in the 
Department of Justice. Some of the large 
auto mergers, particularly Nash-Hud- 
son and Studebaker-Packard, apparently 
were cleared by the Department in ad- 
vance. But in most cases, there does not 
seem to be much ground to believe that 
the public interest has been harmed. 
Perhaps in the case of the automobile 
companies, competition in the broad 
sense might be strengthened through the 
paradox of fewer, larger and stronger 
independents, but this remains to be 
seen. 


3. It does not seem that most mer- 
gers and acquisitions were the result of 
efforts by professional promoters or 
bankers, the intervention of Frederick 
W. Richmond in three of the metal and 
machine acquisitions perhaps coming 
closest in the old-fashioned sense. The 
only bankers mentioned in the mergers 
were Kuhn, Loeb and Co., Glore-Forgan 
and Co. and Lehman Brothers who ap- 
parently acted largely in an advisory 
capacity in the Studebaker-Packard 
merger. The Cleveland Trust Company 


is reported to have acted as agent for 
the newly-formed Greenlands Corpora- 
tion which acquired the Kelley Island 
Lime and Plaster Company, but was not 
the driving force behind the acquisition. 


The remaining mergers and acquisi- 
tions largely resulted from initiative on 
the part of corporate managements. In 
one or two cases, American Woolen and 
Russell-Miller Milling Company, sale of 
control was energetically opposed by 
management, but in most instances there 
was management approval. Incidentally 
the advice and exhortations of manage- 
ment in these two cases seem to have 
had little effect on stockholders’ actions, 
indicating that they are less subservient 
to management than is sometimes sup- 


posed. 


4. Legal actions were attempted by 
stockholders of Autocar, Nash-Kel- 
vinator, Taylor-Wharton, and R.K.O. 
Pictures, usually on the ground that the 
merger price was too low. But in every 
case the courts refused to intervene, al- 
though recognizing the traditional right 
of dissenting stockholders to an inde- 
pendent appraisal of their shares, as 
provided by the corporate laws of most 
states. 

The vital ingredient of any business 
combination, good management, was 
furnished in various ways, sometimes 
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by the selling company and sometimes 
by the buying group. In fact, one reason 
for some of the mergers and acquisi- 
tions was the desire to bring more busi- 
ness under aggressive and efficient man- 
agement. In not a few instances, the top 
executive officer came from the smaller 
of two merged companies; for example, 
Standard Steel Spring, Packard Motor, 
Foremost Dairies and LeTourneau. In 
many cases, management was kept more 
or less intact. 


6. Where unprofitable companies 
were bought up by profitable companies 
with the view to offsetting carried-over 
losses against profits, an interesting 
question of tax policy arises. The pur- 
pose of loss carry-over and carry-back 
provisions in the tax laws is to avoid 
penalizing the business with unstable 
earnings, which otherwise must pay high 
taxes in good years and bear the losses 
itself in poor years. Essentially these re- 
lief provisions permit averaging earn- 
ings for tax purposes, which is not only 
fairer but also serves as a stimulant to 
risky enterprise which is necessary to a 
dynamic economy. 


The question is whether it is fair to 
permit a profitable company to buy out 
one with previous losses for the purpose 
of reducing its own tax bill. On the sur- 
face this seems a misuse of the carry- 
over privilege, unintended and not in 
conformity with theory. Insofar as the 
privilege is valuable and can be sold. 
stockholders can recoup something of 
what their corporation previously paid 
as taxes on “profits” but it is quite 
likely that the market for tax carry-over: 
is quite imperfect and it is doubtful if 
the proceeds to the stockholder are any: 


where nearly in line with the revenue § 


loss to the government. 


The 1954 overhaul of federal tax laws 
recognizes the possibilities of abuse in 
this regard, and denies carry-over bene 
fits where more than 50% of the stock 
of the loss corporation has been ac 
quired within a two year period and 
the loss corporation does not continue 
in the same line of business. The re- 
vision also increased the carry-back 
period from one to two years, and re 
tained the five year carry-over feature. 
This improvement should help to prevent 
the trafficking in loss corporations 10 
achieve results neither intended not 
necessary to accomplish substantial tax 
equity. 


Factors in Valuation 


1. The overwhelming importance of 
present and prospective earnings * 
manifest. This corroborates generél 
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principles repeatedly stressed in books 
on valuation, finance and investments. 
While it is particularly true of the mar- 
ket values of minority stock interests 
as revealed in market transactions, it 
seems to be no less true in the purchase 
of a controlling stock interest, a merger 
of companies, or a purchase of all or 
part of the assets of a going business 
through negotiation. There is nothing 
strange or unique about this; it is in 
line with rational business calculation 
and experience. Yet it is all too fre- 
quently lost sight of, particularly in 
legal circles, which seem prone to give 
undue weight to asset valuations based 
on corporate records or appraisals. Per- 
haps here, as elsewhere, the law eventual- 
ly will catch up with economic and busi- 
ness reality. 


2. Correlative to the prime im- 
portance of earning power is the rela- 
tive unimportance of the asset basis of 
valuation. Both in market sales of stock 
and in negotiated transactions involving 
shares of stock or entire going concerns, 
little attention seems to be paid to equity 
assets in book values or appraisals. This 
is in line with the axiom that a property 
is worth what it will earn, not what it 
actually cost or what it would cost to 
reproduce today. Assets are only a means 
to the end of securing profits and their 
value is generated through, and is in 
proportion to, their effectiveness toward 
that end. It is pure fiction to say that 
the stockholder, particularly the minority 
stockholder, has anything more than a 
nominal interest in assets per share. 
They mean little to him and the evidence 
seems to be that they mean little in the 
determination of what he will pay for 
the stock. 


It is, of course, true that in a few 
of the cases presented in this series the 
purchase price of the stock happened 
to be in line with book value, and, 
therefore, it might be easy to attribute 
causation to book value. But this is 
superficial, for in these cases of co- 
incidence, value usually can be better 
explained by earning power. The real 
test comes where, instead of being syn- 
chronized, book value points in one di- 
rection and earning power in another. 
In every case where this test takes place, 
the market price appears to follow earn- 
ing power rather than book value. Any 
observer of common stock values knows 
that market prices fluctuate over a wide 
range, varying with the importance that 

uyers and sellers attach to business 
prospects. If stock prices followed book 
values this would not be so, for book 
values change very slowly and gradually 
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over time. Most similarities between 
market prices and book values of the 
stocks here studied seem to have been 
largely coincidence, not a cause-and- 
effect relationship. 

3. In cases where there is the possi- 
bility of liquidation, the break-up value 
of corporate property may be im- 
portant. This involves determination of 
the cash realizable by . piecemeal sale, 
which may have litile or no relation to 
book value and is more likely to be 
measured by net current assets per share 
after all debt and preferred stock has 
been deducted. Only careful analysis and 
appraisal can reveal this liquidation 
value. But the basic net current asset 
position probably helps explain the 
prices offered in control transactions in 
unprofitable industries, such as the tex- 
tiles, where whole or partial liquidation 
is a likely possibility. However, market 
prices of the stocks of these companies, 
not reflecting control, frequently sell 
much below liquidating values as meas- 
ured by net current assets, since con- 
tinued operation rather than liquidation 
is the normal course of American busi- 
ness, whether profitable or unprofitable. 
Only in special control transactions does 
the net current asset position seem to 
play an important part, as in Textron’s 
offer for American Woolen stock or 


Burlington Mills’ offer for Goodall-San- 
ford. In both cases, the offering price 
was nearly twice as high as market 
prices two months previously. This might 
indicate a sharp eye on liquidating value. 
It should be emphasized that in liquida- 
tion situations undisputed control must 
be gained, sometimes over manage- 
ment opposition. Existing managements 
are always hesitant to sell assets, even 
in the face of years of deficits because 
they dislike to admit defeat or face loss 
of their jobs. Therefore, liquidation is 
not a normal market expectation, and 
so does not reflect strongly in market 
prices. 

4. Contrary to some assumptions. 
there seems to be little correlation be- 
tween working capital position, as 
measured by ratio of current assets to 
current liabilities, and stock values or 
stock capitalization rates. As long as a 
corporation has reasonably adequate 
current capital so that it can continue 
meeting normal obligations and pay 
reasonable dividends, its market price 
is likely to be as high as if it has excess 
working capital. Here the nature of the 
business makes considerable difference, 
but there is little evidence that an un- 
usually strong current position is highly 
appraised marketwise. Contrast the price 
paid for American Woolen stock, with 
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its current ratio of 18.0, with that paid 
for Hotels Statler with a current ratio 
of only 1.3! Some companies with high 
current ratios sell for high prices rela- 
tive to earnings and dividends, and some 
with high ratios sell at relatively low 
prices. Here again, the nature of the 
business and its capacity to earn seems 
to be much more important. Only if the 
extra working capital is expected to be 
distributed to stockholders is it likely 
to increase market values materially. 


5. A reasonable amount of senior 
capital does not appear to be a negative 
factor in valuation, depending on the 
industry. A capital structure consisting 
of 41% debt and preferred stock may be 
too high for a textile company like Rob- 
bins Mills, but not for a dairy company 
like Foremost, or a chemical company 
like Mathieson, or the Statler Hotel 
chain, or even General Dynamics Corp. 
And even in the same line of business, 
it is doubtful that moderate differences 
in capital structure have much bearing. 
For example, Nash-Kelvinator with 12% 
debt was not less attractive than Hudson 
with no debt at all, nor Studebaker with 
6% debt less attractive than Packard 
with no debt or preferred stock. Timken- 
Detroit with 30% debt was worth as 
much as Standard Steel Spring with only 
7% preferred stock in their respective 
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capital structures.' This, of course, does 
not imply that an excessive amount of 
senior capital does not have a negative 
effect. At least it makes the common 
stock more speculative due to leverage. 


6. The exact importance of the divi- 
dend record is harder to assess. Here, 
especially, it seems that future outlook 
is much more important than the best 
record. That is why stocks with long 
dividend records sometimes ‘sell at rela- 
tively low prices, and some that have 
not paid dividends for years (like Mar- 
ion Power Shovel) may become attrac- 
tive when preferred arrears are cleared 
and the company in position to resume 
dividends. In this respect present and 
future dividends and dividend-paying 
capacity, partly determined by working 
capital position, are probably of much 
greater importance than past dividends. 
This is especially true where control is 
involved, giving the power to alter divi- 
dend policy, if desired. There is not 
much question that market prices re- 
spond to dividends either because they 
represent the essence of the minority 
stockholders’ return along with capital 
gains or because they are taken as evi- 
dence of business prospects or the atti- 
tude of management. However, in the 
last analysis they are likely to be deter- 
mined by earning power and so divi- 
dends are of secondary importance, par- 
ticularly in purchase of control. 


Where the market prices of non-con- 
trolling stock are concerned, the recent 
dividend record is likely to be of con- 
siderable significance, second only to 
earnings, and far more important than 
book value, net current assets per share 
or the rates of current assets to current 
liabilities. This assumes continued opera- 
ation rather than liquidation. 


1In light of this evidence and of logic, there 
would seem to be little basis for the dogmatic state- 
ment on security valuation, by the Internal Rev- 
enue Service, that companies with senior capital 
are not comparable to companies having only com- 
mon stock outstanding. See Internal Revenue Bul- 
letin No. 9, March 1, 1954, p. 22. 








7. A measure of investment worth 
and an important determinant of value 
that defies precise statistical appraisal is 
management. There is no question that 
the acquisition or possession of capable 
and forward-looking management is a 
strong value influence but for the most 
part it is intangible and subjective. Its 
potentialities can only be measured in 
an objective way by past performance in 
growth of sales, earnings and dividends. 
thus the management factor is at least 
partly reflected in factors already dis- 
cussed. Other measures such as profit 
margins, investment turnover, rates of 
return on capital invested and similar 
ratios might provide some additional 
clue to this factor, but that would range 
far beyond the scope of this study. 


8. One additional point of interest 
lies in the enduring effects of a high 
price offer for some of the stock on mar- 
ket transactions after the offer ter- 
minates. This provides a sort of bench- 
mark. If both the pre- and post-offer 
market prices are below the offered price, 
it would seem to indicate that the buyer 
paid a high price for control, possibly 
an unduly high price. This comparison 
can be made only where stock was pur- 
chased and there is enough old stock 
outstanding to permit an active market 
after acquisition, a condition present in 
only a few instances. Some comparisons 
are summarized in the table opposite. 


Disregarding Goodall-Sanford and 
Chickasha Cotton Oil, which on August 
30 were still under the influence of the 
recent offer, it is clear that the purchase 
of Pacific Mills stock by Burlington 
Mills was the one most clearly in excess 
of market evaluation. In retrospect the 
purchase of American Woolen stock by 
Textron, Inc., at the highest cash offer- 
ing price, also looks as if Textron had 
paid a rather ample price to get con- 
trol of the big woolen company to 
block merger with Bachmann-Uxbridge 
Worsted Corporation, as the American 
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Market Price 


After 
Purchase Before Purchase 
Company Price Purchase (Aug. 30/54) 

Robbins Mills - 1334 934-1354 12 
American Woolen __ 25 (max.) 1452-17% 20 
Pacific Mills - ; aa 50 2434-283, 35 
Goodall-Sanford a 20 934-11% 211% 
Chickasha Cotton Oil — 19 1314-1544 19 





Woolen management had once desired. 
The Robbins Mills acquisition by Stevens 
looks to be more in line with market 
conditions. 


When it is realized that market price 
trends were rather strongly upward dur- 
ing this period, the glamour of the word 
“merger” seems to have faded quickly in 
these two instances. However, in all of 
these cases the stocks persisted at levels 
considerably higher than some time be- 
fore the acquisition was announced, 
higher than could be accounted for by 
general market conditions alone. The ul- 
timate test of the value-creating power 
of the purchase must await future devel- 
opments. 


A variant of the above comparisons is 
suggested in another case, the Statler- 
Hilton acquisition, where the price paid 
by the Hilton interests seemed quite high. 
How did the market appraise this kind 
of a “bargain” for Hilton? Did the 
seemingly high price reflect itself bear- 
ishly in the market price of Hilton 
stock? The answer is simple: announce- 
ment was made on August 4, 1954. On 
July 30, Hilton Hotels stock closed at 
2734. A month later, after the market 
had a chance to express its appraisal of 
the transaction, Hilton Hotels closed at 
33°4- after reaching 3614 on August 
19. Apparently the market verdict was 
favorable, for the immediate period, at 
least. 


Mergers and stock acquisitions may 


or may not be wise, but they frequently 
bring the companies involved into pub- 


lic view in a dramatic way. Usually the 
market interprets them favorably, for 
we still have faith that somehow merg- 
ing companies can solve their problems. 
But time frequently has a way of dim- 
ming that faith unless supported by per- 
formance. The success of these mergers 
will have to be judged at a later date. 


On the whole, this general examina- 
tion of mergers and acquisitions reveals 
nothing very unusual. For the most part 
they are more or less orthodox in pur- 
pose, method, scope and results. And 
the valuation aspects stressed here will 
be familiar ground for students of 
finance, valuation and investments. This 
brief review of the evidence lends sup- 
port to the principles of valuation that 
have been generally accepted by stu- 
dents and appear to be sound both in 
logic and experience. 


The vital importance of earnings as 
the major basis for the valuation of a 
going business or its shares, and the 
relative unimportance of asset factors, 
except possibly in cases involving li- 
quidation, seems again to be demon- 
strated, not only where a small number 
of shares is concerned in market trans- 
actions, but also where large blocks in- 
volving control are acquired through 
a negotiated deal. This fundamental fact 
should now be universally recognized. 
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® Sign in National Bank of North Chi- 
cago: “Old bankers never die, they just 
lose their interest.” 
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Bank Investment Fund Growing 


Directors of the Bank Fiduciary 
Fund, Inc., which completed its first 
quarterly period of operations on July 
29th, have declared an initial dividend 
of 73 cents per unit, payable August 
2nd. President Charles W. Buek re- 
ports that total assets under administra- 
tion have risen to approximately $2.4 
million, which represent participations 
from 25 trust institutions throughout 
New York State which do not operate 
their own common trust funds. 


The New York State law permits up 
to 35% of a legal trust fund, into which 
category this specially organized entity 
falls, to be invested in common stocks. 
While President Buek states that the 
stock portion usually approximates the 
permissive figure, details of portfolio 
composition will not be released until 
the end of the first six months of opera- 
tion, in accordance with SEC regula- 
tions. 
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NEW BANK SUPERINTENDENT 
® Ohio’s new superintendent of the Di- 
vision of Banks is Paul Hinkle, veteran 
member of the Ohio House of Representa- 
tives from Mercer County. 








“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the aecumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delawase?”’ our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
Capital Funds ... $ 25,770,580 
Total Assets .... $253,002,994 
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+ 1952 | 1953 | 1954 1955 r- 1952 | 1953 l 1954 | 1955 - Fr 1952 | 1953 | 1954 | 1955 
July June June 
1955 1955 1954 1955 1951-54 1946-50 1941-45 1931-40 1919-1930 
—— End of Month —— Range for Period—— a 
1. U.S. Government Yields — 
3-Year Taxable Treas. —..._....._ — % 2.56 2.42 1.44 2.56-1.86 280-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. _....____. % 2.79 2.63 1.85 2.79-2.18 3.00-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —._...__.__... % 2.94 2.76 2.36 2.94-2.52 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 _...._.___.._ % 2.94 2.80 2.45 2.94-2.60 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 _________._ % 2.93 2.79 2.45 2.93-2.60 3.81-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
34s, 1983-78 % 2.97 2.88 2.60 2.97-2.68 (b) (b) (b) (b) (by 
3s, 1995 SAE Ee SOE Ee 3.03 2.98 3.03-2.96 
2. Corporate Bond Yields _.__ 
Aaa Rated Long Term —..-_>_>_>— 3.09 3.05 2.88 3.09-2.91 3.44-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.88-4.42 
Aa Ratet Loag Tern ——__—___.__.. % 3.16 3.14 3.04 8.16-3.04 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term —_.____..___... —a 3.24 3.23 3.16 3.24-3.14 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —.._.__»_/_S>EE—s 3.54 3.51 3.51 3.54-3.45 3.90-38.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields 
Aaa Rated Long Term -. 2.27 2.14 1.92 2.27-2.05 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56(b) (ce) 
Aa Rated Long Term 2.38 2.26 2.04 2.38-2.18 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (ec) 
A Rated Long Term -_................... ¢ 2.71 2.62 2.39 2.71-2.54 3.84-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 
Baa Rated Long Term -_............... 3.18 3.11 2.93 3.18-3.02 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (c) 
4. Preferred Stock Yields —..........___. 
Industrials—High Dividend Series 
High Grade % 3.88 3.88 3.90 3.91-3.87 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade —......_..... - % 4.45 4.47 4.72 4.55-4.45 5.28-4.53 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade % 3.70 3.69 3.72 3.70-3.63 4.02-3.45 3.92-3.27 (d) (d) (d) (d) 
Medium Grade —-_-_._-__ 4.07 4.10 4.11  4.18-4.03 4.39-3.80  4.20-3.52(d) (d) (d) (d) 
Utilities—Low Dividend Series 
(COS aE % 3.92 3.95 3.97 3.98-3.89 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade —..._-_-_-__________ % 4.25 4.20 4.25 4.29-4.19 4.87-4.17 4.65-3.69 (d) (d) (d) (da) 
5. Common Stocks 
125 Industrials—Prices (f) —. $137.85 $133.41 98.49 137.85-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (« 
125 Industrials—Dividends (f) — 5.00 4.95 4.47 5.00-4.79 4.73-4.13 4.44-1.76 1.94-1.62 2.05-0.72 2.53-2.16 (e) 
125 Industrials— Yields ncietiapeniekceiaaiin.. 3.63 %3.71 4.54 4.18-3.63 6.84-4.09 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


Jan. 


2, 1946. 


(f)—Dollars per share. 


(d)—Low Dividend Preferred Yield Averages in this series date from 


(c)—125 Industrials Averages date from Jan. 1, 1929. 
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E. P. TECHNIQUES 


(Continued from page 638) 


of payments to be made under the an- 
nuity or instalment option during the 
period of its expected or guaranteed 
existence. Therefore, any excess amount 
received by the beneficiary constitutes 
taxable income to the beneficiary in the 
year received. If the designated benefici- 
ary is the insured’s widow, she is al- 
lowed to exempt from her taxable in- 
come each year up to $1,000 of such 
taxable income. 


It is my forecast that the results of 
this change will be as follows: (1) The 
iyterest option will be used more and 
more in lieu of the annuity or instalment 
options. This will be especially true in 
cases where the beneficiary is a child or 
dependent other than the widow. In 
cases where the widow is the designated 
beneficiary, any existing annuity or in- 
stalment options will be restricted to 
amounts which provide taxable income 
of not more than $1,000 per year. (2) 
Revocable life insurance trusts, with 
hanks as trustees, will be used more and 
more in lieu of settlements with insur- 
Also, insurance compa- 
nies will be requested to make the inter- 
est option available to trustees of revoc- 
able life insurance trusts, and to permit 
that option to be available for a period 
of longer than one lifetime. (3) The 
death proceeds of life insurance will be 
used more and more to pay estate taxes 
and expenses in order to preserve other 
items of property. 


ance companies. 


These forecasts do not represent my 
recommendations. They represent only 
my opinion on what will be done in re- 
vising the method of settlement of per- 
sonal insurance proceeds in a great 
many estate planning cases. Therefore, 
do not misquote me by saying that I am 
against insurance policy settlements; and 
do not misquote me by saying that I see 
no benefit to any annuity or instalment 
option if any part thereof is subject to 
income tax. 


IV. Endowments 


Change No. IV, which includes as 
taxable income of a beneficiary a por- 
tion of the maturity proceeds of endow- 
ment or retirement policies payable on 
instalments, is similar to No. III except 
that it applies to proceeds of policies 
which mature during the lifetime of the 
insured and which are payable to him in 
instalments. Prior to 1954, such matur- 
ity proceeds payable in instalments did 
hot constitute taxable income to the in- 
sured until he had received back an 


August 1955 


amount equal to the premium cost of the 
policy. This beneficial tax treatment in- 
duced the purchase of many endowment 
and retirement income policies, especial- 
ly those with a maturity date earlier 
than the expected retirement date of the 
insured. 

Now, under the 1954 Code the tax 
treatment given to the maturity proceeds 
of each policy is substantially similar to 
the tax treatment outlined for Change 
No. III. The difference is that the cost 
basis of an endowment or retirement in- 
come policy appears to be its net pre- 
mium cost rather than the lump sum 
value of its maturity proceeds. 





Instead of making a forecast, I will 
make a guess that one or more of the 
following will result: (1) New sales of 
endowment and retirement income poli- 
cies will be largely for those with a 
maturity date of age 65 or later. (2) 
There will be a decrease in the sales of 
any endowment or retirement income 
policies which are for large amounts, 
and a corresponding increase in the sales 
of new term policies and other so-called 
bargain policies. (3) There will be com- 
plete confusion in the estate planning 
field on the proper recommendation to 
make to clients who have policies matur- 
ing now or in the near future. 
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BECAUSE Chicago Title and Trust Company is yt 
unique in Illinois for its length of experience and ee weees 
range of facilities. Active in trust administration ° 

for over 65 years, it offers many services including: 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
on all fiduciary matters affecting Illinois property. 


111 West Washington Street 
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Change No. IV also applies to en- 
dowment and retirement income policies 
which have matured prior to 1954. They 
are given an “adjusted cost basis” as of 
January Ist, 1954. In substance, this 
new cost basis is equal to net premium 
cost,’ less all non-taxable payments re- 
ceived prior to January Ist, 1954. 


V. Gifts to Minors 


Prior to 1954 it was very difficult for 
our corporate executive to make a gift 
to a minor child, and to be sure that the 
gift would qualify as a gift of present 
interest for the purpose of the gift tax 
exclusion and also to be sure that such 
gift would be exempt from his federal 
estate taxes. The 1954 Code has clarified 
this problem to a great extent. In sub- 
stance, it provides that a gift to a minor 
may qualify as a gift of present inter- 
est if the income and principal are pay- 
able to or made available for the benefit 
of the minor, and if he is entitled to 
obtain the entire gift no later than his 
21st birthday, and if upon the event of 
his prior death the entire gift and any 
accumulations are payable to his es- 
tate or pursuant to his general power of 
appointment. The rules apply both to 
outright gifts and to gifts made under 
an irrevocable trust. 


COINS 
MEDALS & 
PAPER MONEY 


Appraised 












Estates 
Museums 
Banks 


Insurance Purposes 


COIN COLLECTIONS 
Bought and Sold 
Collections catalogued and sold at 
public auction—sales held regularly. 

one of 


AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


123: West 57th Street, 
New York City, N. Y. 
JUDSON 2-2580 





This change should lead to a revision 
of the estate plan of our corporate execu- 
tive who has minor children, especially 
where the children are infants. One ve- 
hicle which will be used more often will 
be the short term trust of securities to 
provide, among other things, for the 
building up of a fund to pay at least the 
higher education expenses. 


Change No. V, combined with 
Change No. II, should also lead to an 
increase in the use of life insurance as 
gifts to minors by both parents and 
grandparents. The reason is because this 
gift can be made by way of an irrevoc- 
able trust, thereby avoiding many prob- 
lems incident to outright gifts to minor 
children, especially infants. 


One important pre-1954 problem on 
gifts to minors is whether or not it is 
necessary for a guardian to be appoint- 
ed by a court. In my opinion, such ap- 
pointment should not be necessary under 
the 1954 Code unless one resides in a 
State under whose laws it is impossible 
to make a valid gift to a minor without 
a guardian. Naturally, one is always in 
a stronger tax position when a guardian 
is appointed by a court, but I have mere- 
ly been commenting on the necessity (as 
distinguished from the desirability) of 
having a guardian appointed by a court. 


a & A 


@® Joseph C. Moser, vice president and 
trust officer of Marshall & Ilsley Bank, 
Milwaukee, was awarded an honorary 
Doctor of Laws degree at the 26th annual 
commencement of Mount Mary College, 
Milwaukee, on June 5. He is a member 
of the college board of governors. 





Trust Council Activities 


Recent meetings reported to T.&E. 
include: 


Detroit—The annual golf party and 
dinner was held on July 19 at Plum 
Hollow Golf Club. 


St. Louis—The new officers, installed 
June 10, are: Pres.—C. Ed Tussey, 
C.L.U., Massachusetts Mutual Life In. 
surance Co.; Vice Pres.— Lon Stark, 
assistant vice president, Security Na- 
tional Bank Savings & Trust Co.; Sec.— 
L. A. Ozment, trust officer, St. Louis 
Union Trust Co.; Treas.—Richard_T. 
Stith, Jr., C.L.U., New England Mutual 


Life Insurance Co. 


Oklahoma City—Newly elected off- 
cers are: Pres——John K. Speck, lawyer, 
Speck & Veirs; Vice Pres.—Charles B. 
Stuart, trust officer and vice president, 
Fidelity National Bank & Trust Co.; 
Sec.—Robert C. Van Vleck, agent, 
Phoenix Mutual Life Insurance Co.; 
Treas.—T. Dwight Williams, C.P.A., 
Williams, Hurst & Groth. 


A A A 


C.L.U.’s Study Tax Code at 
12th Institute 





Two weeks of intensive exploration 
of every phase of personal financial 
planning related to the new revenue 
code—both lifetime and 
planning—came to a close as 90 mem: 
bers of the American Society of Char- 
tered Life Underwriters completed ses- 
sions of the Twelfth C.L.U. Institute in 
Madison, Wisconsin on August 12. 


testamentary 














ATTORNEYS FIND Us COOPERATIVE IN 


PLANNING CLIENTS’ ESTATES 


THE MARINE MIDLAND Trust Co. of New York 
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a 








TRUSTS AND EsTATES 





by 


Bo 
Co. 
tio 
ma 


&k 
ik 
m 


and 
lum 


illed 
sey, 

In- 
ark, 


— 
,ouis 
= 


itual 


ofh- 
wyer, 
es B. 
dent, 
Co.: 
gent, 
Co.; 
Le ® 


at 


ration 
ancial 
venue 





entary 
mem: 
Char- 
dd ses: 
‘ute in 


12. 


—_————— 


ORK 





TT 


ESTATES 


Public Relations as Seen by a 
Trust Officer* 


Public relations for the Trust Depart- 
ment includes not only the “public” out- 
side the bank, but also the Bank Family 
of stockholders, directors, officers (both 
commercial and trust), employees; the 
professional groups of attorneys, life 
underwriters and _ accountants: 
tomers and prospects. 


cus- 


Often will appointments come as the 
result of a good job of settling an es- 
tate, and it is true that a well satisfied 
customer is the best advertising, but it 
is still necessary to educate the public, 
to tell them the bank is interested in all 
sizes of estates, and what the range of 
fees may be. “If you have $1,000, you 
have an estate” proved to be a success- 
ful slogan, but the estates coming to 
the bank for settlement were not all 
$1,000. Many people with $150,000 
think the bank is not interested in so 
small an estate. Fees in Delaware are 
not fixed by statute, but people are in- 
terested in costs, so Equitable Security 
published a leaflet—‘‘Here’s Your Price 
Tag for Estate Settlement”—which con- 
tained the fees received in one year for 
settling estates ranging in size from a 
thousand dollars to over a million. Cus- 
tomers were astonished at how much 
was done for the reasonable fees allowed 


by the Register of Wills. 





*Summary of an article written by A. Cleaver 
Bolton, trust officer of Equitable Security Trust 
Co., Wilmington, for the Financial Public Rela- 
tions Association Bulletin, and based on an address 
made before the Delaware Bankers Association in 
May, 1955. 


Customers need to be informed that 
the widow generally is not qualified 
to settle an estate, must seek assistance 
somewhere, and where better than at 
her bank’s trust department? The con- 
tinuous existence of the department, and 
the “package deal” of investment, tax 
and accounting services need to be 
pointed out, as well as the supervision 
by committees and State or Federal 
authorities. The relation of the trust 
department to the attorney should be 
thoroughly explained. 


A good public relations program 
will further include keeping the bene- 
ficiary informed of actions or delays 
that directly affect him so that he un- 
derstands why certain information is 
not yet available, or that his income 
will be altered because of an important 
change in investments, or how much the 
estate tax will be. Keeping the benefici- 
ary informed also assures him that he 
is getting personal attention even though 
the bank may be a big institution. An- 
other source of assurance is the appoint- 
ment of one person to maintain the cus- 
tomer contacts and to see that he is 
satisfied regardless of whether the prob- 
lem is investment, tax or accounting. If 
there are limitations in the instrument, 
this officer should explain them, and 
not have the customer think the ad- 
ministration of the trust is at fault. 


A well rounded trust public relations 
program must include cooperating 
whenever possible with life underwrit- 
ers and accountants, as 
attorneys previously 


well as the 
mentioned. It 
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What institution in this area 
e applies the most thorough experience 
¢ and up-to-date understanding to 

all trust and estate services? 
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BANK 


OF DETROIT 
More Friends Because We Help More People 


Member Federal Deposit Insurance Corporation 


should see that the trust officers are 
known in the community through parti- 
cipation in community activities. And it 
should seek to keep the directors and 
commercial well informed 
about the trust department that these 
members of the “family” do not fail to 
appoint the bank as executor for their 
own wills. 


officers so 
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Development of Executives 


Studied 


A special study of Administrative 
Training Programs for the Develop- 
ment of Executives has been completed 
for the Financial Public Relations As- 
sociation by Alexander B. Adams, as- 
sistant vice president of Mellon National 
Bank & Trust Co., Pittsburgh. The 
changes in banking which create a need 
for management training are analyzed, 
the value of learning from industry 
which met the management training 
problem earlier is pointed out. The au- 
thor stresses high standards in the se- 
lection of candidates and the impor- 
tance of stating objectives clearly. Six 
methods of training are then discussed 
briefly. An appendix contains informa- 
tion about specific successful programs. 





PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 
From 
Distinguished Sources 
AND 
PARKE-BERNET : Ine 


{ MACHINERY, SURPLUS AND } 
) REAL ESTATE DIVISION — { 


A Subsidiary 





For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 

Write for information 
regarding the Parke-Bernet 
method of selling personal or 

industrial properties at 
public auction 
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Management of 
Peoples National of 
Charlottesville Rated 

“Excellent” 


The Peoples National Bank of Char- 
lottesville, Va., has been certified as “ex- 
cellently managed” by the American In- 
stitute of Management, a non-profit foun- 
dation which annually appraises the man- 
agement of over 4,000 leading concerns 
in the United States and Canada. Peo- 
ples National was one of 28 banking in- 
stitutions throughout the country to re- 
ceive certification of excellency. 


In order to qualify as “excellently man- 
aged” an institution must attain a score 
of 7,500 points out of a possible 10,000. 
Peoples National was accorded 8,720, 
with top rating in economic function and 
corporate structure, and high scores in 
the other eight categories of health of 
earnings, service to stockholders, re- 
search and development, directorate 
analysis, fiscal policies, production effi- 
ciency, sales vigor and executive eval- 
uation. 


Dollar deposits per capita in Char- 
lottesville banks are larger than those 
of any other community in the United 
States, and Peoples National now has 
60% of the bank resources of the com- 
munity. It is also the only bank in Vir- 
ginia which is a registered dealer in 
United States Government and munici- 
pal bonds and was the second national 
banking institution to receive a charter 
to conduct trust operations. 


The bank’s most impressive progress, 
the AIM audit states, has been in the 
category of executive evaluation. “‘Faced 
with the problem of assuring executive 
succession without perpetuating the 
management functions of men approach- 
ing retirement age, this organization de- 
signated successors prior to the retire- 
ment of incumbent officers, so that the 
benefits of experience would be available 
to the young men on a continuing daily 
basis for a sufficient length of time.” The 
annual report to stockholders for 1953 
dealt with this problem and identified 
individuals presently incumbent and 
those who would be their successors. An- 
nual meetings of this institution are well 
attended and the largest single stock- 
holder owns only 2.45% of the out- 
standing stock. 


The high quality of officers in this bank 
is attributable in part to the community 
life and the extent to which officers are 
encouraged to participate in public ac- 
tivities, the audit states. Moreover, the 
average officer in national banks of the 
Fifth Federal Reserve District earns 
$5,506, and national bank officers in the 
United States at large $7,829, while the 
average officer’s salary at Peoples Na- 
tional is $7,930 per year, 
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Chairman of the Board John C. McHannan (extreme left) and President Loring L. Gelbach 

(extreme right) are shown with nine new members of Central National Bank of Cleveland’s 

Quarter Century Club. J. Lucas Graf was elected Club president, Arthur C. Knight (trust 
department vice president) vice president, and Mary L. Zednik secretary. 





Rod MacLean’s Poem 


Wins Friends 


The poem on trusteeship — “Sacred 
Trust” — written by Rod Maclean, as- 
sistant vice president of Union Bank & 
Trust Co., Los Angeles, and published in 
our 50th Anniversary issue (Mar. ’54, 
p. 338) has earned some pleasant com- 
ments from the customers of First Na- 
tional Bank, Fort Lauderdale. First Na- 
tional obtained permission to use the 
poem as a statement stuffer with a 
message from the bank printed on the 
back, headed “Ours Is a Sacred Trust, 
Too ...,” and describing the trust de- 
partment’s ability to meet the needs of 
a wide range of customers, the teamwork 
of a selected staff, and its wide experi- 
ence in handling all kinds of assets. 


The favorable comments elicited by the 
initial use of the poem have led First 
National to plan it as an enclosure with 
some of its prospect correspondence, and 
it is to appear in a forthcoming issue of 
the bank’s house organ, Finaba News. 
Other banks interested in making similar 
use of the poem should write T&E. 


A A A 


Maintains Annual Report 
Excellence 


The 1954 Annual Report of Equitable 
Security Trust Co., Wilmington, Del., 
has receivel a Merit Award from Finan- 
cial World. The award was presented 
“for distinguished achievement in an- 
nual reporting for seven consecutive 
years and in recognition of the excellence 
of its 1954 Annual Report to Share- 
holders.” It cites the bank’s financial 
statement as being among the most mod- 
ern from the standpoint of content, typo- 
graphy and format of the 5,000 reports 
examined this year. 


The Equitable Security report was one 
of 1,895 entries to achieve a Merit 
Award and thus qualify for the final 
judging in one of one hundred industrial 
classifications. It is thus a candidate for 
a bronze “Oscar-of-Industry” trophy. 








Calendar of 1955 Meetings 
and Schools 


American Bankers Association 
Annual Convention 
Sept. 25-28; Chicago 


Western Regional Trust Conference 
Oct. 18-14; San Francisco 


Mid-Continent Trust Conference 
Nov. 3-4; Houston 


American Bar Association 
Probate & Trust Law Div. 
Aug. 22-24; Philadelphia 


Financial Public Relations Association 
Nov. 14-18; Hollywood Beach, Fla. 


Investment Bankers Association 
Nov. 27-Dec. 2; Hollywood, Fla. 


National Association of Bank Auditors & 
Comptrollers 
Oct. 9-13; Denver 


National Assn. of Bank Women 
Oct. 13-16; Phoenix 


National Assn. of Supervisors vf State 
Banks 
Sept. 22-24; Chicago 


New Jersey Bankers Assn. 
Trust Banking Conference 
Nov. 16-17; Asbury Park 


New York Trust Conference 
Oct. 20-21; Albany 


Pennsylvania Bankers Assn. 
Trust School, Oct. 20-21; Harrisburg 


Texas Bankers Assn. Trust Conference 
Nov. 3-4; Houston 


Vermont-New Hampshire School of 
Banking 
U. of New Hampshire 
Sept. 6-9; Durham, N. H. 


West Virginia School of Banking 
Oct. 9-13; Jackson’s Mill 
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TRUST PERSONNEL CHANGES 


ARIZONA 
Phoenix George F. German, Jr., appointed 
BANK OF trust officer and will direct trust 
DOUGLAS operations for all fifteen offices of 


the bank. He was formerly associated 
with Title Insurance & Trust Co., Los Angeles for over 7 
years, and has a B.A. degree in economics from Colgate U. 


CALIFORNIA 


Los Angeles Donald D. Lewis promoted to trust 


BANK OF AMERICA officer. 
N.T. & S.A. 

Los Angeles Wilton M. Adams and Golden R. Lar- 
CALIFORNIA son appointed asst. vice presidents; 
BANK E. Peter Duval and Frank D. Lawrie, 


asst. trust officers; and Robert G. 
Barngrover, assistant secretary. Adams and Larson were for- 
merly asst. trust officers, Adams being a graduate of UCLA 
and Larson of the National U. of Law. 
Los Angeles 
TITLE INSURANCE 
& TRUST Co. 


Donald Burdine named asst. trust of- 

ficer. An associate counsel in the law 

division, Burdine assumed new duties 

in the trust division on August first. 

Riverside Vice president R. B. Hampson, Jr., 
CITIZENS NATIONAL became head of the new investment 
TrusT & SAV. BANK department. 

San Francisco 
CROCKER FIRST 
NATIONAL BANK 


Promoted to asst. trust officers were 
H. E. Shultis and Robert W. Miller. 


FLORIDA 


Sarasota See Kentucky. 
ILLINOIS 
Chicago Henry L. Parker advanced to vice 


HARRIS TRUST & 
SAVINGS BANK 


president in the investment division 
of the trust department; Henry W. 
Michels, Jr., to asst. vice president in 
the investment department; Beryl Sprinkel named the bank’s 





HENRY W. MICHELS, Jr. BERYL SPRINKEL 


HENRY L. PARKER 


economist, a new official position; and Paul E. Montgomery, 
assistant secretary in ‘the trust department. A graduate of 
Dartmouth and the graduate school of business administra- 
tion at Harvard, Parker has spent his entire banking career 
at Harris Trust since 1928. Sprinkel joined the bank in 1952 
after having taught finance and economics in the schools of 
business of the U. of Chicago and U. of Missouri. He also 
holds a master’s degree in business administration and a 
Ph.D. in finance and economics from the U. of Chicago: 
Michels is a graduate of the U. of Missouri. Montgomery, with 
the bank since 1930 and in the real estate division of the 
trust department since 1935, is a graduate of DePauw and 
Kent College of Law. 


Chicago Willett N. Gorham and Robert C. 
NORTHERN Nihan elected assistant secretaries in 
Trust Co. the trust department. 
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CARMAN JERRY 





DWIN V. MACK 





GEORGE F. GERMAN, JR. 


Phoenix Lexington, Ky. Toronto 
KENTUCKY 
Lexington Edwin V. Mack appointed vice presi- 


First NATIONAL 
BANK & TRustT Co. 


dent and trust officer, having resigned 
from that position at the SARASOTA 
(Fla.) BANK & Trust Co. He re- 
ceived his A.B. and LL.B. degrees from Duke U., and is 
secretary and treasurer of the Sarasota County Bar Asso- 
ciation and the Sarasota Association of Life Underwriters. 


MINNESOTA 
Winona Brantley P. Chappell elected vice 
MERCHANTS president and trust officer succeeding 


NATIONAL BANK R. M. Tolleson, resigned due to illness. 


NEW YORK 
New York Ford H. Jones and James E. Ness 
IRVING made asst. vice presidents, the former 
TRUST Co. in development of personal trust busi- 


ness in the branches. Ness is con- 
nected with the main office personal trust division. 


Syracuse Realignments of responsibilities of 
First Trust & four members of the staff are as fol- 
DEPOsIT Co. lows: B. C. Loveland, vice president 


in charge of the investment depart- 
ment, will assume general supervision of the trust depart- 
ment; Robert H. Edinger, trust officer, appointed asst. vice 
president and trust officer in charge of administration of the 





€ 


B. C. LOVELAND R. H. EDINGER 


A. P. EDINGER 


trust department; and Edward C. Hoppe appointed asst. 
trust officer with administrative duties in the trust de- 
partment. Albert P. Edinger made asst. vice president, in- 
vestment department. 


White Plains Harry R. Marshall promoted to trust 


COUNTY officer. 
Trust Co. 
NORTH CAROLINA 
Charlotte J. P. Hobson, vice president and trust 
COMMERCIAL officer, advanced to senior vice presi- 


‘NATIONAL BANK 


Rocky Mount 
PLANTERS NATL. 
BANK & TRustT Co. 


dent. 


Dewey W. Wells made an associate 
trust officer. In 1954 he graduated 
from Wake Forest College School of 
Law, finishing first in his class, and 
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Opening ceremonies at the new rented premises of the Edmonton 
office of The Toronto General Trusts Corporation, showing (I. to r.) 
the Mayor of Edmonton; the Lieutenant Governor of Alberta; 
Gordon C. Lindsay, vice president and general manager; the wife 


Cleveland 
CLEVELAND 
TrRustT Co. 


Dayton 
THIRD NATIONAL 


Meadville 
CRAWFORD 


charge from the U 
Philadelphia 


EXCHANGE BANK 


of the Mayor; C. D. Jacox; the daughter of the Lt.-Governor 


cutting the ribbon; John Dower; and E. M. Henry, Edmonton 


estate officers. 


manager. Mr. Jacox and Mr. Dower are members of the trust 


company’s Edmonton Advisory Board. 


Toronto General opened the first of its six branches in Western 
Canada at Winnipeg in 1902. For the past ten years Western 
Canada has ceased to be a field for mortgage investment only 


Rapid City 
RAPID CITY 
TRusT Co. 


and is opening a growing market for trust services of all kinds. 





since September 1954 has served as executive secretary of 


the North Carolina Judicial Council. 

Winston-Salem 
WACHOVIA BANK 
& TRusT Co. 


trust officer. 


R. Vincent Spracklin appointed a 


Toronto 
ROYAL 
TRUST Co. 


been in charge of 


CouNTy Trust Co. 


. = 


GIRARD TRUST CORN 





OHIO 


Nelson E. Pike promoted to asst. vice 
president. With Cleveland Trust since 
1950 as a trust representative in the 
estate planning division, Pike is a 


graduate of Western Reserve U. with A.B. and LL.B. degrees. 


L. E. Mareum, vice president and 
trust officer, also named a director. 


BANK & TRUST Co. 


PENNSYLVANIA 


Giles B. Cook, Jr., promoted to vice 
president and trust officer, having 
been with the company since Febru- 
ary 1, 1954, after receiving his dis- 
Air Force as Major. 


Norman J. Linker and Horace P. 
Camden, Jr., advanced to trust offi- 
cers; James E. Hanson, Jr., and Rob- 
ert Walker, Jr., appointed asst. real 


SOUTH DAKOTA 


‘Earl Keller succeeds A. E. Dahl as 
president, the latter becoming chair- 
man. 


CANADA 


Carman A. Jerry appointed Super- 
visor of Business Development, with 
headquarters at Toronto. Mr. Jerry 
joined the Company in 1929 and has 
business development there since 1941. 


. 
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$ EMPLOYMENT EXCHANGE $ 


POOOOODOODODOODODOOOOODOOOODOOPOPOLY 


Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


a 4 
DOOD 





Andédorddd> 


Security analyst wanted by New York 
financial institution. See ad H-58-1 

Lawyer, in 30’s, desires responsible 
or understudy position with small or 
medium sized trust department. Trained 
in all phases trust work, with two col- 
lege degrees and excellent employment 
record. 58-2 

Trustman, early 30’s, seeks new oppor- 
tunity offering responsibility. Attorney, 
capable of handling trust department. 
58-3 

Trust administrator, 31, with experi- 
ence in new business and will review 
and four years as bank attorney, seeks 
broader opportunity. 57-1 





SECURITY ANALYST 


Splendid Opportunity in Large New York 
City Financial Company. 





Salary to $10,000 plus profit sharing and 
other Benefits. (Minimum 8 years experi- 
ence.) 


Box H-58-1, Trusts & Estates 
50 East 42nd St., New York 17 











NEW TRUST POWERS, 
BANK MERGERS 


Beverly Hills, Cal—Under the Federal 
Reserve Act, City NATIONAL BANK was 
granted trust powers, with Sumner 
Slater as vice president and trust officer 
in charge of the trust department. He 
was formerly trust officer of California 
Bank and Omaha National Bank, and 
holder of a law degree from Creighton 
Univ. 

Los Angeles & Pasadena, Cal.—Share- 
holders of CALIFORNIA BANK voted Aug- 
ust 12 on merger of UNION NATIONAL 
BANK OF PASADENA, COVINA NATIONAL 
3ANK, and FISHERMEN & MERCHANTS 
BANK, San Pedro, into CALIFORNIA BANK. 
S. C. Bradford will become vice president 
in charge of the Pasadena offices. 


Maysville, Ky.— STATE Trust Co. and 
the STATE NATIONAL BANK have con- 
solidated under the latter’s name. Ex- 
ecutive vice president F. W. Galloway is 
in charge of the trust department. 

Augusta & Lewistown, Me.—DEposI- 
tors Trust Co. of Augusta absorbed 
LEWISTOWN TRUST Co. 


Detroit, Mich.—DEtTROIT TRuUsT Co. and 
WABEEK STATE BANK stockholders ap- 
proved merger under the name of DE- 
TROIT WABEEK BANK & TRuST CO on 
July 26. Detroit Trust, a strictly fidu- 
ciary institution with hundreds of mil- 
lions of trust assets, thus becomes a com- 
mercial bank. George B. Judson will be 
chairman of the board; Selden B. Daume, 
president; William J. Thomas, executive 





GEORGE B. JUDSON SELDEN B. DAUME 


MR TE 





WILLIAM J. THOMAS 


C. J. HUDDLESTON 


vice president of the trust division; and 
C. J. Huddleston, executive vice president 
of the banking division. 


Buffalo, N. Y.—First NATIONAL BANK 
of Buffalo merged into the MANUFAC- 
TURERS & TRADERS TRUST Co. 


Winston-Salem, N. C.—Stockholders 
of WacHoviA BANK & Trust Co. and 
of PEOPLES SAVINGS BANK & Trust C0. 
approved consolidation August 1. Peoples 
Bank will become the Wilmington office 
of Wachovia. 


Knox & Oil City, Pa.—CLARION COo™UN- 
Ty NATIONAL BANK, Knox, merged with 
OIL CiTy NATIONAL BANK. 
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PENSION and 


PROFIT SHARING 


DIGEST 





SAMUEL N. AIN 


Proposed Social Security 
Amendments 


N Juty 18 THE House oF REPRE- 
QO sentatives, by an overwhelming 
vote of 372 to 31, passed HR 7225, a 
bill to liberalize the provisions of the 
Social Security Act. While the bill failed 
to be passed by the Senate before ad- 
journment, the chance for enactment of 
these liberalizing amendments during 
the next session is considered good. If 
they ultimately become law, they will 
represent the sixth set of changes in the 
Social Security Act since its original 
1935 version, four of which will have 
been enacted since 1949. 


That the private pension plan today, 
whether of an integrated or non-integ- 
rated kind, cannot be evaluated without 
regard to benefits under Social Secur- 
ity is a widely accepted dictum. For it 
is the totality of benefits under the two 
programs which must be considered 
when an employer seeks to determine 
whether his plan will best accomplish 
his retirement objectives. Thus, with 
every set of Social Security changes, 
the need arises for each employer to 
reevaluate his retirement program to 
determine whether he is moving closer 
to or further from the attainment of 
his retirement objectives. With this in 
mind it is well to look ahead at the 
nature of this latest set of proposed 
changes and how they may influence 
developments among private plans. 


l. Reduction in eligibility age for 
women 


One of the changes in prospect is the 
reduction from 65 to 62 of the age at 
which women become eligible for bene- 
fits under Social Security. This change 
would affect three classes of women, 
those who retire with benefits based on 
their own employment, wives of re- 
tired workers, and non-employed wi- 
dows and dependent mothers of insured 
deceased workers. 


The factor which seems most influ- 
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ential in causing this proposal is that 
men tend to marry women younger than 
themselves. This means that a married 
man who wishes to retire at age 65 can 
expect to receive from Social Security 
only his own primary benefit until his 
wife reaches age 65 at which point the 
family income from Social Security will 
increase by 50%. The interim period 
could well be one of financial strain to 
be met only by postponed retirement. 
The three year reduction in eligibility 
age for women may “be taken as an 
attempt to attain flexibility in compen- 
sating for the age differential between 
man and wife. 


It is interesting to note that this 
proposal comes at a time when the 
trend in fixing normal retirement ages 
under private pension plans has been 
in the direction of setting age 65 as 
the normal retirement age for both men 
and women. The earliest retirement 
plans generally provided no differen- 
tial in retirement age. Then, for a num- 
ber of years there was some tendency 
to permit the earlier retirement of 
women, usually five years before men. 
This tendency reached its peak in the 
middle 1920’s. The practice of using 
the same normal retirement age for 
men and women became more pro- 
nounced under the influence of Social 
Security. 


2. Disability Benefits 


Perhaps even more significant in 
terms of its effect on developments in 
the field of private pension plans is the 
proposal with respect to payment of 
disability benefits. This would consti- 
tute the second step along the road to 
disability benefits. The first was taken 
with the 1954 amendments to the Social 
Security Act which preserved the bene- 
fit rights for disabled workers by “freez- 
ing” their status as of the incidence of 
disability. Under the 1954 amendments 
no benefits are payable to disabled 
workers until they reach age 65. 


The proposed disability changes go 
a step further. They provide for month- 
ly benefits to disabled workers after 
age 50. The benefit is the primary in- 
surance amount the worker would be 
eligible to receive on the basis of his 
earnings history to the time of disa- 
bility and on the assumption that he 
was then entitled to old-age insurance 
benefits. These benefits would continue 
until recovery, death or attainment of 
age 65 whichever first occurred. 


The administrative safeguards incor- 
porated in the provisions of HR 7225 
dealing with disability are worthy of 
note. First there is the definition of 
the term “disability” as meaning “. . . 
inability to engage in any substantial 
gainful activity by reason of any medi- 
cally determinable physical or mental 
impairment which can be expected to 
result in death or to be of long-contin- 
ued and indefinite duration.” Proof of 
disability must be furnished by the in- 
dividual. 


To be eligible for disability benefits 
an individual must have an employ- 
ment history on the basis of which he 
would be deemed to be fully and cur- 
rently insured had he attained retire- 
ment age at the time of disability and 
he must have at least 20 quarters of 
coverage during the forty quarters of 
coverage ending with the quarter in 
which the disability occurred. 


Other safeguards include a six months 
waiting period before benefits begin, 
the deduction from the Social Security 
benefit of other federal disability bene- 
fits or State workmen’s compensation 
benefit which may be payable to the 
individual, and a provision requiring 
the Secretary of Health, Education and 
Welfare to refer disabled persons to 
appropriate state agencies for vocational 
rehabilitation services. If the individual 
fails to cooperate, the Secretary is em- 
powered to reduce his benefits. 


Administration of disability claims 
is a difficult and tricky business. This 
is probably one of the reasons why dis- 
ability provisions are not more preva- 
lent among private plans although quite 
common in plans for government em- 
ployees at all levels. The demonstration 
of successful administration of disa- 
bility benefits under Social Security, 
and greater public awareness of the 
problem would lend substantial en- 
couragement to the improvement of 
disability coverage under private plans. 


In many of the negotiated plans, 
which provide disability benefits, par- 
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ticularly those involving the steel and 
auto unions, there are provisions which 
permit the deduction of disability bene- 
fits payable under public programs from 
those payable under the private plan. 
The immediate result of the operation 
of these offset provisions would be to 
decrease employer liability; but, if ex- 
perience is a guide, it can be anticipa- 
ted that in the long run the desire by 
employers for satisfactory public and 
labor relations coupled with union 
pressure will lead to an improvement 
in disability benefits. This ceftainly 
seems to have been the history of the 
operation of offset provisions in “en- 
velope” type plans as they affected 
normal retirement benefits. 


3. Increase in Rates of Contribution 


It has been estimated that the cost 
of the changes discussed above and cer- 
tain other proposed changes can be met 
by an additional contribution of 1% 
of Social Security earnings. Conse- 
quently there has been incorporated in 
the prospective amendments a proposal 
to increase contributions on the part 
of employer and employee by 12% each. 
This would mean employer and em- 
ployee contributions beginning Janu- 


ary 1, 1956 of 214% of the first $4,200 
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of the employee’s annual earnings and 
an ultimate rate of 444% of the first 
$4,200 beginning January 1, 1975, mak- 
ing a total of 9% at that time. 


The original 1935 Social Security Act 
started with rates of employer and em- 
ployee contribution of 1% of the first 
$3,000 of annual earnings with the in- 
tention that an ultimate rate of 3% 
from each party would become effective 
January 1, 1949. This schedule was 
predicated on the assumption of full 
reserve funding, a concept subsequent- 
ly abandoned. 


As it turned out, the 1% rate on the 
first $3,000 remained in effect through 
1949, increased to 144% of the first 
$3,000 during 1950, to 144% of the 
first $3,600 from 1951 through 1953, 
to 2% of the first $3,600 during 1954 
and now 2% of the first $4,200. 


It seems clear that when an employer 
looks at the cost of providing retire- 
ment benefits for his employees he can 
get an adequateeview of his problem 
only by considering the cost of his 
own plan together with his contribu- 
tions to the Social Security program. 
At the same time in establishing or 
reviewing rates of employee contribu- 
tion under a contributory program it 
is important to keep in mind what the 
employee is required to contribute un- 
der Social Security. In both cases it is 
desirable to look at the ultimate rates 
projected as well as current rates. 


4. The Proposals and Private Plans 


While past improvements in social 





security benefits have been readily in- 
tegrated with existing private pension 
plans, the proposed changes present new 
types of problems. The addition of dis- 
ability benefits to the national program 
will no doubt be followed by the addi- 
tion of more liberal disability benefits 
to private programs. While the addition 
of more adequate disability benefits to 
private plans has in the past been de- 
layed by the cost of such programs and 
the unfavorable experience of life in- 
surance companies in individual disa- 
bility income policies in the 1920’s and 
30’s, many consultants have long been 
advocating such benefits for private 
plans. 


The proposal to reduce the eligibility 
age for women from age 65 to age 62 
presents a different problem. For one 
thing, if adopted, this must be consid- 
ered only the first step toward subse- 
quent demands for reduction to age 60 
or lower. This will also create a demand 
for the reduction of the retirement age 
for women in private pension plans 
from age 65 to 62 or younger. As it is, 
the cost of providing pensions for 
women is higher than for men because 
of their greater longevity. The cost of 
providing an annuity at age 65 is ap- 
proximately 16% greater for women 
than for men. If women were to retire 
at age 62 with the same benefit it 
would increase the cost by an additional 
23%. In addition, this type of change 
may well lead to acceleration of the 
rates of retirement among married 
males as well as among females in those 
plans which permit voluntary retire- 
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ment. These factors may very well have 
serious financial consequences in the 
operations of private pension plans. 
They could even have substantial effect 
on the hiring policies and wage levels 
for women since a differential of more 
than 40% in the cost of providing pen- 
sions cannot be disregarded. 


On the other hand, there is no doubt 
a public demand for the recognition of 
the problems faced by those men who 
are eligible for social security benefits 
at age 65 but whose wives, beipg 
younger, are not eligible for some time. 
It would be unfortunate if the Congress, 
in an effort to resolve the problem of 
retirement for married couples, adopted 
a solution, such as the proposed one, 
which would tend to create problems 
perhaps even more serious. There is no 
clear justification for earlier retirement 
of women, in general, than men under 
public or private programs, either eco- 
nomically or geriatrically speaking. The 
demand for flexibility in the national 
program, which would permit the re- 
tirement of married couples where the 
wife is younger than the hubsand, could 
be met by a device which has been suc- 
cessfully employed by private plans for 
many years; that is, to permit a wife’s 
benefit to begin before age 65 on an 
actuarially reduced basis. For example, 
a worker retires on reaching age 66 on 
a social security benefit of $100 a 
month. His wife is age 63. She can be 
offered a choice of waiting to age 65 
and then receive a benefit of $50 a 
month or alternatively receiving a bene- 


fit of say $43 beginning immediately. 
This method is recommended over that 
of reducing the retirement age for 
women to 62 (and then to lower ages) 
in that it will solve the problem with- 
out disrupting the normal operations of 
existing private plans and without in- 
volving the social security program in 
increasingly heavy costs. 


Whether the prospective amendments 
become effective or not they serve to 
underscore an important point for per- 
sons interested in the field of private 
pension plans. The problem of proper 
integration with the public program is 
a complex and continuing one if the 
employer is to accomplish his retire- 
ment objectives in the best possible way. 
The Social Security program has not 
stood still. The rate of change seems to 
have increased in recent years. Public 
interest in, and public pressure for, im- 
provement has mounted. 


To keep up with these changes con- 
stant reevaluation of private plans is 
required. Integration must be looked at 
in the broad sense. Consideration should 
not be limited to benefit amounts and 
to the technical requirements of the In- 
ternal Revenue Code, but should go on 
to encompass the types of benefits and 
the conditions under which they are 
provided, together with the totality of 
cost to employer and employee incurred 
under both public and private plans. 
All these factors must be appraised in 
the light of whether the employer is 
attaining his retirement objectives. 
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First Pooled Pension Plan 
Established in Canada 


The first pooled pension trust fund 
in Canada was established recently by 
Montreal Trust Co. to provide invest- 
ment diversification and a better yield 
for small pension plans. As in similar 
funds in some United States cities, each 
participating pension fund will retain 
its own identity for accounting purposes 
and will own a proportionate number of 
units of the commingled fund. 


An ordinary form of trust agreement 
is used, with the addition of a clause 
permitting use of the pooled fund. En- 
tries and withdrawals may be made at 
the end of any month, and individual 
pension funds are limited to a total par- 
ticipation of $300,000. 


A AA 


New Tax Monographs 


The Practising Law Institute of New 
York’s widely used monograph series on 
Fundamentals of Federal Taxation is in 
process of republication to reflect changes 
made by the 1954 Revenue Code. The 
new series, totalling over 1000 pages, 
furnishes a concise, understandable 
analysis of the major rules of federal 
income, estate and gift tax law, with 
citations for easy reference. 
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ON PUBLICITY 
FRONT 


Magazine Advertising 


“He rode the red ball express” com- 
ments an ad of American National Bank 
& Trust Co., Chicago, which is a good 
illustration of the personal portrait type 
of bank and trust advertising. The text 
explains how Roy West, pictured in the 
ad, was part of the Quartermaster Corps 
which originated the Red Ball Express 
in France during World War II, and 
how, before and after the war, he has 
traveled much more safely but just as 
intelligently for the bank. 


Booklets 


“This is your bank .. .” is a neat 
and well illustrated brochure describ- 
ing the premises and activities of First 
National Exchange Bank, Roanoke, Va. 
Its diagrams locate clearly the trust 
department, trust tellers, trust account- 
ing and trust files areas. On the Trust 
Division page, which pictures the de- 
partment quarters and Paul S. Stonesi- 
fer, vice president and trust officer and 
head of the Division, the text reads, 
“Specializing in investment management 
and in estate settlement, the Trust Di- 
vision brings the combined experience 
and wisdom of career men to work on 
each problem. Estate planning is a par- 
ticularly valuable service offered to 
customers without charge. . .” Safe De- 
posit, Investments, and Trust Account- 
ing each have their own page with pic- 
ture and story. 


9 


29 


“Trust means many things. . .” in- 
troduces a discussion of the advantages 
of trusts for minors in the monthly 
trust pamphlet of United States National 
Bank, Portland, Ore. The opposite page 
continues the bank’s series of brief 
trust department portraits, this time 
that of J. D. Bird, assistant trust officer, 
who has been with the department more 
than 14 years and “has made a special 
study of guardianship administration.” 


“Miss Letitia left a trust fund for her 
cat!” announces the cover of a current 
folder published by National Trust Co., 
Lid., Toronto. A sprightly Miss Letitia 
and a very eager black cat appear on 
the cover and inside the bank comments 
that when the columnist wrote this story, 
“Some people sniffed, some were 
amused, some sympathetic. But prob- 
ably few men stopped to realize that 
they had made less guarded provision 
for their own loved ones than this lady 
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Window display on The Atomic Age at head 


had made for her cat!” The remainder 
of the text discusses wills and what to 
do about making a good one. 


The recent appearance of the illustra- 
ted book “Whale Ships and Whaling 
Scenes” published by Second Bank- 
State Street Trust Co., Boston, heralds 
the continuance by the merged institu- 
tion of the well established historical 
series formerly edited by State Street 
Trust Co. This is the thirty-ninth in the 
series, and is built around the work of 
the marine artist Benjamin Russell. The 
pictures are color reproductions of his 
paintings and the stories related thereto 
are spiced with old time whaling yarns 
besides containing factual data concern- 
ing the industry, the artist, and the 
particular ships he painted. 


Window Displays 


A working model of an electric 
power plant operated from atomic 
energy featured a recent display at the 
main office of Chartered Trust Co., Tor- 
onto. Included also were samples of ore 
and booklets for distribution, supplied 
by Technical Mine Consultants. When 
Chartered Trust remodelled its office 
front in 1950, provision was made for 
window displays which are changed 
every three weeks. Displays feature trust 
company services and community move- 
ments such as charitable campaigns, 
and have won many favorable com- 
ments from passers-by. Most of the 
ideas for displays are conceived in the 
company office and the services of a 
commercial artist are obtained to carry 
out the ideas selected. 


Speakers Bureau 


A speakers bureau of officers and 


staff members has been organized by 
La Salle National Bank, Chicago, with 





office of The Chartered Trust Co., Toronto. 





months of study and training spent on 
perfecting texts and delivery. Most of 
the talks employ visual aids in one 
form or another. The 18 subjects pres- 
ently offered include Investing for the 
Individual, Who Inherits the Family 
Estate ?, Trusts — What They Are and 
How They Can Serve You, and Plan- 
ning Your Estate. The service is de- 
signed to benefit both the public and 
the banking fraternity, with speakers 
endeavoring to bring out the human 
qualities and elements of the banking 
business and to dissolve the myth of 
austerity. 


A AA 


PBA Trust School Program Set 


The program for the 1955 Trust 
School of the Pennsylvania Bankers As- 
sociation has been set up, it is an- 
nounced by Robert A. Bodine, trust 
officer of Liberty Real Estate Bank & 
Trust Co., Philadelphia, and chairman 
of the PBA Trust Development Commit: 
tee. Four outstanding bank advertising 
men, a key university official, and a 
trustman will compose the faculty of 
the school, which will be held at the 
Penn - Harris Hotel, Harrisburg, on 
October 20-21. 


The speakers are: Dr. A. C. Van 
Dusen, vice president and associate pro- 
fessor of psychology, Northwestern Uni- 
versity, Evanston, Ill.; John F. Donlon, 
executive vice president, Edwin Bird 
Wilson, Inc., New York; Merrill Ander- 
son, president, The Merrill Anderson 
Co., Inc., New York; Earl R. Hudson, 
president, Kennedy Sinclaire, Inc., New 
York; Norman E. Walz, trust officer. 
Provident Trust Co. of Philadelphia: 
and L. Morley Alexander, vice presi 
dent, The Purse Co., Birmingham, Ala. 
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ESTATE TAX 


Signing of Treasury “Waiver” Form 
890 does not estop executrix from as- 
serting claim for overpayment of taxes. 
Executrix signed. Form 890, waiver of 


restrictions against assessment and col- 


lection of deficiency in estate tax, in 
which it was agreed not to file or prose- 
cute claim for refund. Within three years 
from time additional tax was paid, execu- 
trix filed timely claim for refund. Govern- 
ment contended executrix is estopped 
from making any claim, relying on doc- 
trine of equitable estoppel. 


HELD: For executrix. Signing of 
“waiver” form did not constitute execu- 
tion of final closing agreement as re- 
quired by Section 3760 of Internal Reve. 
nue Code of 1939. Instrument so ex- 
pressly stated. Furthermore, form pro- 
vided that further tax deficiency could 
be assessed should it be subsequently 
determined that additional tax was due. 
This defense of equitable estoppel was 
not available to government since its 
position was not changed by executrix’s 
promise not to sue. Mason v. Fahs, 
D.C.S.D. Fla., March 30, 1955. 


Gift within three year period held not 
in contemplation of death. Decedent made 
certain gifts of stock in 1948 and 1949. 
She died from cancer in 1950 at the age 
of 78. Commissioner assessed deficiencies 
resulting from inclusion of gifts in dece- 
dent’s estate. Taxpayer sued for refund. 


HELD: For taxpayer. Dominant mo- 
tive of decedent in making gifts was 
to effectuate and continue plan of her 
husband’s to keep stock in family. Not- 
withstanding her age, her health was 
good at time of transfer. From all evi- 
dence court found that purpose for mak- 
ing gifts was associated with life and 
not death. Wyss v. United States, 
D.C.S.D. Ill., June 6, 1955. 


Charitable deduction allowed where 
Possibility of charity not taking was so 
remote as to be negligible. Certain be- 
quests were to take effect if decedent’s 
sister, age 82, predeceased,.both decedent’s 
daughter, age 67, and her daughter-in- 
law, age 68. Commissioner disallowed 
charitable deduction, contending that 
such deduction is allowable only when as 
4 practical matter there is no possibility 
Whatever that charity will not eventually 
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take bequest. Taxpayer’s suit for refund 
was upheld and government appealed. 


HELD: For taxpayer. Applicable sec- 
tion of regulations reads that “no deduc- 
tion is allowable unless the possibility 
that charity will not take is so remote 
as to be negligible.” Based upon actuarial 
computation, statistical chances are ap- 
proximately eleven to one in this case 
that charity will eventually take the be- 
quest. Accordingly, possibility that char- 
ity will not take being so remote as to 
be negiligible, deduction was allowed. 
United States v. Dean, 1st Cir., June 30, 
1955. 


INCOME TAX 


Capital gain realized where inherited 
land is liquidated by sale of subdivided 
lots. Taxpayer, an architect for fifty 
years, inherited land from his father, 
who died in 1923, and from his brother 
who died in 1947. In 1946 when taxpayer 
and brother each had one-half interest 
in land property was subdivided into lots 
and listed with real estate agent for sale. 
Government’s contention that taxpayer 
was in real estate business and income 
from sale of lots was ordinary income 
rather than capital gain was sustained 
by District Court and taxpayer. appealed. 


HELD: District Court reversed. Deter- 
mination whether taxpayer was in real 
estate business is a question of fact to 
be drawn from all circumstances sur- 
rounding sale. Where, as here, taxpayer 
had never engaged in real estate trans- 
actions and had turned over entire lots 
to broker to effectuate liquidation of in- 
herited land, court concluded that tax- 
payer was not in real estate business and 
income from sale was to be treated as 
capital gain. Smith v. Dunn, 5th Cir. 
June 30, 1955. 


REVENUE RULINGS 


Income Tax: Payments made by ex- 
ecutor to coexecutors for experienced 
assistance are deductible expenses. Ex- 
ecutor, in order to advance orderly ad- 
ministration of estate, agreed to pay 
additional compensation to two other 
coexecutors for their services. Amounts 
were paid from his own funds repre- 
sented by percentage of executor’s fees 
received by him. 


Service rules that amounts so paid 
are deductible by executor in computing 


his net income as nontrade or nonbusi- 
ness expenses incurred for production 
of income under Section 23(a)(2) of the 
Internal Revenue Code of 1939. Rev. Rul. 
55-447, I.R.B. 1955-28, p. 18. 


Estate Tax: Legal life estate with 
lifetime power of invasion, corpus over 
to designated beneficiaries, does not 
qualify for marital deduction under 1939 
Code. Trustee had discretionary power 
to use net income from trust for care, 
maintenance and support of surviving 
spouse in such fashion and state as she 
might desire, with power to invade 
corpus if necessary. Upon death of wi- 
dow, remainder of trust assets were to 
be converted into cash for distribution 
to certain designated beneficiaries. 


HELD: The interest passing to the 
wife did not qualify for the marital de- 
duction. Wife had no right as required 
by Section 812(e)(1)(F) of the 1939 
Internal Revenue Code to appoint the 
entire corpus or specific portion thereof 
free of trust. Additionally, interest was 
terminable since upon death of wife 
corpus was to be distributed to named 
beneficiaries. Rev. Rul. 55-395, I.R.B. 
1955-25, p. 21. 


Estate Tax: Right to remove and 
appoint successor trustee reserved by 
decedent. Where under terms of an in- 
ter vivos trust decedent reserves right 
to remove trustee at any time and ap- 
point another or successor trustee, (in- 
cluding himself), transfer is subject, as 
of date of death, to change through ex- 
ercise of power by decedent to alter, 
amend, revoke, or terminate trust with- 
in meaning of Section 811(d) of Inter- 
nal Revenue Code of 1939. In such case, 
value of transferred property is includ- 
ible in decedent’s estate. Where such 
right is retained only in event of resigna- 
tion or disqualification of original trus- 
tee, and such contingency does not occur 
during decedent’s lifetime, enjoyment 
of transferred property is not subject 
to change through exercise of such 
power at decedent’s death and value of 
transferred property is not includible 
in his gross estate.Rev. Rul. 55-393, 
I.R.B., 1955-25, p. 19. 


Estate Tax: Life interest with power 


of appointment exercisable by will qual- 
ifies for marital deduction. Testamentary 
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trust provided surviving spouse was to 
receive entire income until January 1, 
1958 or until death, whichever was 
earlier. If surviving spouse was alive 
on this date, corpus was to be paid over 
to her, if not, corpus was to be paid 
pursuant to general and unconditional 
power of appointment conferred upon 
her and exercisable in her will. In event 
of failure to exercise power of appoint- 
ment, property was to be added to an- 
other trust in favor of beneficiaries 
other than wife. 


Service rules that trust qualifies for 
marital deduction. Payment of corpus 
of trust to surviving spouse prior to 
death is not deemed to be termination 
of general power of appointment. Addi- 
tionally, provision of Section 81.47a of 
Regulations 105 that surviving spouse 
must be able to appoint to herself or 
her estate is not violated here by nam- 
ing of takers in default of exercise of 
power of appointment over corpus of 
trust. Rev. Rul. 55-394 I.R.B., 1955-25, 
p. 20. 


Gift Tax: Policy of insurance having 
no immediate cash value can constitute 
subject of gift of present interest. Ser- 
vice rules that where policy, containing 
usual incidents of ownership, including 
right to change beneficiary and to sur- 
render policy for cash value, is trans- 
ferred absolutely to donee who is in no 
way restricted from exercising all legal 
incidents of ownership, gift of present 
interest occurs. This is true both as to 
policy and premiums subsequently paid 
by donor. Rev. Rul. 55-408, I.R.B., 1955- 
26, p. 32. 


Estate Tax: Inherited property ex- 
empted from execution under local laws 


Shinkg 





qualifies for marital deduction. State 
statute provided that all _ property, 
which in decedent’s hands as head of 
family would have been exempt from 
execution, shall be set apart to widow 
and likewise be exempt in her hands. 


Service rules that since exempt prop- 
erty passes to surviving spouse by op- 
eration of law so as to give her a vested 
interest therein, it comes within defini- 
tion of term “inherited” as set forth in 
Section 812(e)(3) of the Internal Reve- 
nue Code of 1939, and qualifies for mari- 
tal deduction authorized by Section 812 
(e) of 1939 Code. Rev. Rul. 55-419, I.R.B., 
1955-26, p. 51. 


Income Tax: Credit allowable for tax 
withheld on United States income dis- 
tributed by nonresident alien fiduciary 
of Canadian trust to U. S. beneficiaries. 
No credit for Canadian taxes allowable. 
Canadian trustee distributed to United 
States citizens dividend and interest 
income received from United States 
sources. Under Canadian law such in- 
come loses its identity as income from 
United States sources and tax is with- 
held therefrom when it is distributed by 
trustee to beneficiaries in this country. 


Service rules that such income retains 
its character and is deductible by trust 
and taxable to beneficiary. Accordingly, 
each beneficiary is entitled to claim 
credit for allocable portion of tax with- 
held to income reportable by him. If 
entire income received by beneficiary 
consists of such funds, he will not be 
entitled to claim credit against his United 
States tax for Canadian tax paid, since 
numerator of limiting factor, namely in- 
come from within Canada, is zero. Rev. 
Rul. 55-414, I.R.B., 1955-26, p. 45. 








Income Tax: Funds withdrawn from 
qualified employee’s profit-sharing trust 
only upon administrative committee ap- 
proval not deemed taxable to employee, 
Participant in qualified employees’ profit- 
sharing trust was entitled after ten years Pi 
of participating in plan to withdraw ten 
per cent of full amount standing to his 
credit in account only with approval of 
administrative committee. Such approval § o¢ 
was to be made only in case of proved 
financial necessity. sh 


Service has ruled that where there are § ob; 
substantial restrictions or conditions on § tec 
participant’s right of withdrawal his § dit 
interest is not made available to him § pl 
within purview of Section 402(a). It is § pr 
accordingly held that restrictions of ad- § dit 
ministrative committee approval and § Wa 
proved financial necessity constitute sub- the 
stantial restrictions upon right of with- § SW 
drawal and funds so distributed are not § ° 
deemed taxable income to employee. § P™ 
Rev. Rul. 55-424, ILR.B. 1955-26, p. 9. ma 
01 

Income Tax: Funds not “available” bit 
to participant where limited right of — *' 
election to receive distribution exists 
under qualified employees’ profit-shar- § 4 
ing trust. Under employees’ profit-shar- 
ing plan qualifying under Section 165(a) 
of the Internal Revenue Code of 1939 
(Section 401(a) of the 1954 Code) each 



























employee had severable and _ personal boc 
trust which terminated at the end of | ™ 
15 years of participation. Amendment to day 
plan provided that participant was to z 
receive distribution from the trust only - 
upon termination of his services or upon = 
completion of the fifteen years of con- a 
tinuous service provided election was di 
made prior to completion of fourteen “a 
years of continuous service to have trust shi 
terminate. | 
anc 

Service rules that trust funds are not § tat, 
“made available” within purview of Sec- § fd 
tion 402(a) of 1954 Code by reason of § pag 
employee’s right of election within the §her 
specified period to have trust terminate. and 





Rev. Rul. 55-425, ILR.B. 1955-26, p. 11. 











Income Tax: Allowable deduction for 
contributions to trust of qualified em- 
ployees’ pension plan may be prorated 
for short taxable year. Permission was 
granted to M Company to change its 
accounting period, and its first taxable 
year of change was a short period of 
9 months ending June 30. The anniver- 
sary date of pension plan was Septem- 
ber 30. 


Service rules that employer is entitled 
to deduction for short taxable year of 
contribution equal to three-fourths of 
actuarially determined current cost for 
12-month period in which change in ac- 
counting period was made. Such current 
cost as determined must not exceed ap- 
propriate limitation for full 12 month 
taxable year. Rev. Rul. 55-428, I.R.B. 
1955-28 p. 6. 
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Estates 


CURRENT LITERATURE NOTES 


Books 


Profit Sharing in American Business 


EDWIN B. FLIPPO. Ohio State University, 

Columbus. 183 pp. $3.00. 

Here are the results of investigation 
of current practice in 350 American busi- 
ness firms which have, or have had, profit 
sharing programs. The author discusses 
objectives and objections, methods and 
techniques, under varying business con- 
ditions. One chapter is devoted to em- 
ployee profit sharing and labor unions, 
presenting data to indicate that the tra- 
ditional antagonistic attitude of labor to- 
ward profit sharing is changing, and that 
the two are compatible. Another chapter 
summarizes factors making for success 
or failure of a plan. The author has ap- 
proached his subject objectively, and for 
those who like information in capsule 
form has included 59 tables. A selected 
bibliography of both books and articles 
is appended. 


A Goodly Heritage 


ELLA CHALFANT. University of Pittsburgh 
Press. 240 pp. $3.00. 


For the historically minded reader this 
book is fascinating as a picture of inheri- 
tance problems and practice in the early 
days of Allegheny County. Miss Chal- 
fant’s experience as librarian at the 
former Peoples-Pittsburgh Trust Co. 
(now Peoples First National Bank & 
Trust Co.) enabled her to select from one 
hundred of the County’s will books those 
documents of special interest to the mod- 
ern estate planner. The need for trustee- 
ship, and the efforts made to obtain wise 
and continuing administration of an es- 
tate in days when there was no corporate 
fiduciary are apparent on page after 
page. Moreover, the author has studied 
her period well and makes her testators 
and beneficiaries live again for her 
readers. This is no dry-as-dust docu- 
ment. Miss Chalfant has made a real con- 
tribution to the literature of both Amer- 
ican history and estate administration. 


Hugh Roy Cullen—A Story of Amer- 
ican Opportunity 


ED KILMAN and THEON WRIGHT. Pren- 
tice-Hall, New York 11. 376 pp. $4.00. 


This is the inspiring story of a man 
vho was a cotton buyer, a land broker, 
but most successfully a wildcatter oil- 
tan, He barely finished the fifth grade, 
but with hard work, native intelligence, 
aid outstanding judgment he became 
teh, a big businessman, a thoughtful 
thilanthropist and an active worker in 
Wlities, though never a politician. He has 
‘lready given away over $160,000,000 
‘nd says he prefers to give it now while 
he ean see the good it does. 


AUsusr 1955 


How Federal Taxes Affect Life Insur- 
ance and Annuities 
Editorial Staff, Commerce Clearing House, Inc. 
(214 N. Michigan Ave., Chicago 1. 64 pp. $1.) 
This handy analysis outlines the gen- 
eral principles of federal income, estate, 
and gift taxes on life insurance and an- 
nuities. Divided into three main divi- 
sions, the booklet covers nearly 100 
aspects of the tax problems involved. 
Part One, Income Tax, discusses among 
other things tax treatment of personal 
life insurance proceeds; tax elements in 
various business life insurance plans; 
life insurance trusts; deductibility of 
annuity premiums; employees’ annuity 
situations; transfers for value; accident 
and health insurance; a deferred com- 
pensation plan for executives. 


Part Two, Estate Taxes, covers an- 
nuities combined with life insurance; 
special considerations involving annuities 
under trusts, and the like; while Part 
Three, Gift Taxes, deals with valuation; 
premium payments; present or future 
interests in annuities. 


New actuarial tables to be used in an- 
nuity computations are reproduced, as 
well as illustrative examples of typical 
tax situations. 


Present Day Banking 1955 


Edited by William R. Kuhns. (American Bank- 

ers Association, 12 East 36 St., New York 16. 

518 pp. $6.) 

This book contains condensations of 
38 theses selected from the 320 papers 
written by students of the Class of 1954 
of The Graduate School of Banking, con- 
ducted by the A.B.A. at Rutgers Uni- 
versity. With the addition of the studies 
in this fifth volume, 605 G.S.B. theses 
are now on the Library shelves. They 
deal with the four major fields of study 
covered by the School’s curriculum; in- 
vestments, commercial banking, trusts, 
and savings development. 


Trust subjects include: Microfilming 
Trust Records, Farm Property as a 
Trust Asset, Settlement of Death Taxes, 
Profit Sharing as a Retirement Benefit, 
Turnpike Bonds as Trust Investments, 
Trustee’s Retention of Own Stock, Ex- 
ecutor and Marital Deduction Law, Costs 
of Financing Pension Plans, Charitable 
Foundations for Corporations, Estates of 
the Mentally Incompetent, and Oil In- 
terests in Estates and Trusts. 


How to Use Life Insurance in Estate 
Planning 
JOHN ALAN APPLEMAN. The 


(Chestnut & 56th Sts., 
pp.) 


Spectator. 
Philadelphia 39; 44 


The role of life insurance in estate 
planning is the subject of this booklet, 
which consists of reprints of articles 


from The Spectator, brought up to date 
with the 1954 changes in taxes and Social 
Security. 


Life insurance as an investment, in- 
come tax savings, gifts, legacies and 
trusts, and business insurance are some 
of the aspects of the subject discussed by 
the well known insurance lawyer and 
author. 


Appraisal & Valuation Manual 


American Society of Appraisers (100 W. 42nd 
St., New York 17; 394 pp. $15.00) 


Specialists in this exacting technical 
calling have here made available to other 
professionals their methods of approach. 
It covers not only basic principles but 
techniques for a wide variety of busi- 
nesses from shopping centers to feed 
lots and yacht basins, lines which the 
appraiser may handle rarely and in 
which he will welcome the voice of 
authority. 


In addition to the well-presented ma- 
terial, the manual contains an index of 
articles published in the Society’s maga- 
zine and a list of officers and members 
of local chapters. 


ARTICLES 


Estate Planning — An Experience 

Report 

EUGENE D. BADGLEY. Journal of Chartered 

Life Underwriters, Summer 1955 (3924 Wal- 

nut St., Philadelphia 4; $1.50). 

One hundred consecutive estate plan- 
ning cases involving $250,000 or more 
including existing insurance were sur- 
veyed with the following data, among 
others, revealed: 26% of clients and 49% 
of their spouses had no wills; in 62% 
of cases and excessive amount was quali- 
fied for the marital deduction; in a like 
percentage of instances there were in- 
sufficient liquid assets to cover estimated 
death costs. 


Application of Principle of Re-insur- 
ance to Trusteed Pension Plans 


STUART J. KINGSTON. Journal of C.L.U.’s 

(see above). 

The author makes a case for the ap- 
plication of the principle of re-insurance 
by trusteed pension plans. The principle 
is applicable both before and after re- 
tirement. It would, in his opinion, retain 
for trusteed plans all of their present 
advantages while eliminating one of the 
major objections. 


Gifts to Minors—Their Federal Tax 

Implications 

EDWARD N. POLISHER & PETER M. WIN- 

KELMAN. Dickinson Law Review, June 1955 

(Carlisle, Pa.; $2). 

After reviewing the pre-1954 cases in- 
volving the availability of the annual 
gift tax exclusion for gifts in trust for 
the benefit of minors, the authors 
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analyze the implications of the 1954 
Code’s redefinition of a future interest 
in this connection. Various types of in- 
come and principal distribution provi- 
sions are considered from the standpoint 
of their qualifying for the exclusion. Es- 
tate and income tax questions are also 
weighed. 


Powers of Appointment and the 1954 
Code Section 2041 
HARROP A. FREEMAN. Cornell Law Quar- 
terly, Spring 1955 (Ithaca, N. Y.; $1.25). 
The author takes the power of ap- 
pointment provisions of the 1954 Code 
as an illustration of that law’s frequent 
creation or continuation of troublesome 
issues. The specific question dealt is 
whether a person who would take in de- 
fault of appointment has the right to 
reject an appointment under a pre-1942 
power and accept as default taker, and 
whether thereby a second tax on. the 
property in the estate of the donee of 
the power will or should be avoided. The 
uncertainty of the present law makes 
revision necessary, and the author offers 
three suggestions. 


Ban Bo i 

® Kingsley Kunhardt, vice president in 
the trust department of Guaranty Trust 
Co. of New York, has been elected chair- 
man of the executive committee of the 
Federation of Protestant Welfare Agen- 
cies. He has served as chairman of the 
investment committee since 1953. 








IN KANSAS CITY 
IT’S CITY NATIONAL 


. . complete banking and fiduciary 
facilities 


... over 30 years successful trust 
operations 


. capital funds over $13,000,000 


Co, 


10th & Grand 
Kencas City 41,Mo. 
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WHERE THERE'S A WILL 


E. Henry H. SIMMONS, former presi- 
dent of the New York Stock Exchange, 
bequeathed $14,000 to one of his daugh- 
ters, together with the proceeds of the 
sale of ihs Exchange membership which 
he directed his executor, United States 
Trust Co. of New York, to sell within a 
year after his death. A number of lega- 
cies are given to relatives, including one 
of $10,000 to a sister who is also the re- 
cipient of $75 monthly from each of the 
two equal trusts set up out of the resi- 
due. The rest of the income from these 
trusts goes respectively to Mr. Simmons’ 
two daughters or their issue if they pre- 
decease his sister. The trusts are to last 
until the death of the survivor or the 
sister and the daughter beneficiary of 
each trust, at which time the principal 
will pass to that daughter’s issue. The 
trust company is also named sole trustee. 


JOHN POLACHEK, immigrant founder 
of General Bronze Corp., directed his 
executors, Mrs. Polachek and Bankers 
Trust Co. of New York to pay $16000 
to the Stephen Wise Free Synagogue in 
accordance with an agreement for the 
perpetual care of his mausoleum and 
cemetery plot. To the Hospital for Joint 
Diseases, of which he was likewise a trus- 
tee, the testator bequeathed $25,000 to 
help defray the cost of maintaining a 
memorial room in his honor in the build- 
ing he had dedicated in memory of his 
late daughter. Declaring that his wife 
is already the beneficiary of two trusts 
and that her income therefrom as well 
as other resources should enable her to 
live comfortably, and further stating 
that his only descendant, a granddaugh- 
ter, had on attaining majority in 1953 
received upwards of $300,000, Mr. Pola- 
check left his wife one-third of his 
estate outright and his granddaughter 
one-sixth in trust with herself and the 
trust company as trustees. He requested 
his wife to give or bequeath $250,000 to 
the John Polacheck Medical Foundation 
in which event her name would be added 
to it. 


The corporate trustee is granted the 
sole power to invade principal for the 
granddaughter, not exceeding $5,000 an- 
nually, if on her request it ascertains 
that her other income and assets are in- 
sufficient for her needs. The will states 
that this power is not intended “merely 
to alleviate a little financial problem 
when my granddaughter could have 
solved the problem by drawing on other 
resources.” The principal on her death 
will go as she appoints by will. 


The remaining half of the estate is 
given to the Medical Foundation. The 
will directs that the residuary estate 
shall pay all taxes on property passing 
thereunder but not that passing outside 
the will. 


NEAL Dow BECKER, former president 
and at his death chairman of the board 
of Intertype Corporation, a _ leading 
manufacturer of typesetting machines, 
left all his personal effects to his wife 
with the exception of certain furniture 
belonging to his first wife, which he 
gave his daughter, and his golf equip- 
ment which he bequeathed to a friend. 
Mr, Becker, long a trustee of Cornell 
University and until recently chairman 
of its board, divided his estate outright, 
one-third to his wife and two-thirds to 
his surviving descendants per stirpes, 
taxes to be paid out of the latter por- 
tion. He named as executor Bank of the 
Manhattan Co., now The Chase Man- 
hattan Bank. 


A AA 
New PBA ‘Trust DivVISION SECRETARY 


Belden L. Daniels has been appointed 
Secretary of the Trust Division of the 
Pennsylvania Bankers Association, by 
the Executive Committee of the Trust 
Division, in accordance with the Divi- 
sion’s new by-laws. Mr. Daniels is Secre- 
tary of the PBA and has served in that 
post since July 1, 1953. He succeeds Rob- 
ert U. Frey who retired on June 30 after 
serving 30 terms of secretary. 
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State Legislation Affecting 
Trusts and Estates 


(Continued from July issue) 


CALIFORNIA 


Ch. 000*: Extends succession rights of 
adopted child (clearly intended to over- 
rule decision in Estate of Calhoun 
(1955), 44 A.C. 405, 282 P. 2d 880). 


Ch. 000: Provides that bank or trust 
company may issue deposit receipt to 
reduce bond, even before letters are is- 
sued. 


Chs. 000 & 000: Include “United 
States of America or any agency or in- 
strumentality thereof” to whom ease- 
ment may be dedicated by estate or 
guardian. 


Ch. 000: Rewrites sections of Article 
II of Chapter X, Division 3, Probate 
Code, relating to setting aside small es- 
tates to surviving spouse or minor chil- 
dren; substantive change is that estates 
not over $5,000 may be set aside if sur- 
viving spouse or qyalified minor children 
are not worth $12,500 or more; home- 
steads are not counted in $5,000, but are 
included, as is joint tenancy property, in 
the $12,500 maximum net worth per- 
mitted to assignee. 


Ch. 000: Requires posting notice of 
sale of personal property at court house 
instead of three public places. 


Ch. 000: Permits probate court to 
convey property to complete contract 
by including for first time contract to 
be performed after decedent’s death. 


Ch. 000: Provides that if distributee 
dies before decree of distribution, but 
is nevertheless named therein, decree 
shall not be deemed void; statute of 
limitations of one year is set for any 
proceedings asserting invalidity of de- 
cree of distribution. 

Ch. 000: Amends Section 1200 to elim- 


inate words “not exceeding $2,500” from 


notice to set aside estate under Section 
641. 


Ch. 000: Sets out standard form of 
clerk’s notice to be adapted to all pro- 
bate proceedings. 


Ch. 000: Sets up new proceeding for 
withdrawal of surety for guardian. 


Ch. 000: Excludes from exemption un- 
der gift tax: (a) future interest in 
property, unless donee is under twenty- 
One years of age and property and in- 
come may be expended for his benefit, 
and (b) separate property of a wife 


transferred by agreement into the com- 
munity. 


as 





*Numbers not available at report time. 


Aucust 1955 


Ch. 000: Requires every guardian re- 
ceiving money or other value from Vet- 
erans Administration to file with court 
annually, in addition to his regular ac- 
count, all things of value or moneys so 
received by him, and all disbursements 
therefrom, and showing balance in 
hands of guardian at date of account 
and how it stands invested. 


CONNECTICUT 


Act 417: Provides that municipality 
accepting trust funds may deposit same 
in custodian account with trust company. 


DELAWARE 


H.B. 109: Makes time limit within 
which widow must apply for allowance 
six months from date of granting of 
letters rather than date of death. 


H.B. 372: Provides that where in- 
testate leaves surviving spouse, but no 
child or descendants of child, surviving 
spouse shall be entitled to residue of 
estate absolutely; when intestate leaves 
both surviving spouse and child or chil- 
dren or issue of child, residue shall be 
divided one-third to surviving spouse and 
two-thirds to child or children, share and 
share alike, the issue of any deceased 
child taking parent’s share. 


H.B. 380: Provides that interest on 
pecuniary bequest shall be payable by 
executor out of residue of estate. 


H.B. 383: Relating to cases where 
distribution is not made, adds situation 
where legatee “refuses to receive the 
same” to other situations, such as ab- 
sence from State, already covered; also 
adds federal savings and loan associa- 
tions to list of authorized investments 
or depositories in such cases. 


S.B. 323: Reduces period within which 
certain claims against estate must be 
filed from one year to nine months after 
granting letters; also exempts from 
foregoing nine-month provision any claim 
against estate in which letters were 
granted prior to effective date of Act. 


FLORIDA 


Ch. 29718: Amends estate tax law in 
several respects to integrate better with 
Federal tax. Permits Federal prelimi- 
nary return to be filed in lieu of Florida 
preliminary return, and requires ex- 
ecuted copy of Federal return to be filed 
within 15 months from date of death or 
within such extended time as may be 
fixed by Federal taxing authorities; ex- 
ecutor is required to file with commis- 


sioner within 60 days ‘after determina- 
tion of deficiency in Federal tax, written 
notice thereof and pay any deficiency 
due Florida; time within which action 
may be brought to obtain refunds is in- 
creased from three to four years; lien 
provisions are modified. 


Ch. 29779: Provides that, upon admis- 
sion to probate of any will in which edu- 
cational, religious dr charitable organi- 
zation is named as beneficiary, personal 
representative is required to notify bene- 
ficiary by registered mail. 


Ch. 29892: Provides that title to per- 
sonal property of resident decedent, wher- 
ever situate, may not pass under will un- 
til will has been admitted to probate in 
original proceeding in this State and 
distribution made by domiciliary personal 
representative. 


Ch. 29893: Requires personal represen- 
tatives to take possession of personal 
property of resident decedent wherever 
situate, and of non-resident decedent as 
is situate in Florida. 


Ch. 29894: Requires personal repre- 
sentative to include in inventory of resi- 
dent decedent, personal property wher- 
ever situate, and real property located 
in Florida. 


Ch. 29925: Defines “attesting wit- 
nesses” and “subscribing witnesses” to 
be same, and requires actual signature 
to be either. 


Ch. 29876: Amends Un‘form Trust 
Administration Act to expressly permit 
trustees to insure personal property 
(previously only real property was men- 
tioned). 


Ch. 29924: Amends trust accounting 
law to (1) eliminate necessity of joining 
executor or guardian if he is also peti- 
tioning trustee; (2) require appoint- 
ment of guardian ad litem for any in- 
competent if duly appointed guardian is 
petitioning trustee; (3) permit benefi- 
ciaries who are sui juris to waive an- 
nual accountings. 


ILLINOIS 


S.B. 20: Amends sections providing for 
investments by guardians and conserva- 
tors so as to clarify and extend authority 
to invest in corporate or municipal bonds. 


S.B. 84: Provides for closing estate of 
minor or incompetent consisting only of 
cash by depositing funds in bank account 
subject to further orders of Probate 
Court. 


S.B. 158: Eliminates duplication in 
present statute in provisions for proof 
of handwriting of unavailable witness. 


S.B. 320: Sets time for filing plead- 
ing on claims against estates at 30 days 
after service of summons where summons 
is issued. 


S.B. 514: Specifically includes oil, coal 
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and gas or other mineral interests in 
provisions governing sale or mortgage of 
ward’s real estate; eliminates word 
“lease” from said provisions. 


S.B. 516: Inserts new section provid- 
ing for oil and gas leases of ward’s real 
estate by guardians and conservators. 


H.B. 103: Permits non-resident to di- 
rect that estate shall be probated in IIli- 
nois and distributed in accordance with 
laws of Illinois. 


H.B. 471: Reduces from 60 to 30 days 
time after death within which petition 
is required to be filed to admit will to 
probate; otherwise court may probate 
will without filing of petition. 


H.B. 583: Provides simplified pro- 
cedure for sale of minor’s real estate 
valued at less than $1,000. 


H.B. 876: Provides that for classifica- 
tion of first class claims, payment of 
funeral expenses by any person shall be 
deemed funeral expenses. 


H.B. 893: Authorizes investments by 
executors and administrators in United 
States Government obligations which will 
mature within five years of date of in- 
vestment. 


H.B. 1092: Provides that executor’s 
sale of real estate pursuant to testamen- 
tary power shall not be affected by sub- 
sequent decree setting aside will. 


KANSAS 


Ch. 400: Provides that property held 
in joint tenancy is taxable in its en- 
tirety except that part proven to have 
been contributed by survivor, and that 
oil and*gas leases on land in this state, 
and all interests created thereby or 
arising therefrom, are tangible personal 
property having an actual tax situs in 
Kansas for purpose of inheritance tax. 


Ch. 401: Exempts from inheritance 
tax bequests, legacies, devises and gifts 
to certain classes of organizations and 
trustees for religious, charitable, public, 
scientific or educational purposes if cer- 
tain specified provisions are present. 


MAINE 


Ch. 4: Qualifies deposition in certain 
cases where testimony is required to 
prove signature of testator or of wit- 
nesses to will. 


Ch. 154: Amends Subsection II of 
section 2 of chapter 155 of revised stat- 
utes relating to inheritance and estate 
tax. 


Ch. 173: Requires probate judge, in 
cases where will or parties waive bond, 
to compel bond for payment of inheri- 
tance tax unless he finds such tax is 
reasonably secured by lien on real estate. 


Ch. 199: Increases to $500 amount 
which may be paid to minor without 
guardian. 
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Ch. 272: Provides that lien for inheri- 
tance taxes shall expire five years after 
inventory of property is filed with State 
Tax Assessor, but lien may be extended 
for additional five-year periods by As- 
sessor’s filing certificate of lien in regis- 
try of deeds. 


Ch. 276: Permits support payments 
by special administrators to widowers 
as well as widows. 


Ch. 323: Provides for appointment by 
Governor of Commission on Probate 
Rules and Blanks. 


Ch. 428: Adds new law relating to 
descent of real estate in event of divorce. 


Ch. 430: Provides that inheritance tax 
value of decedent co-owner’s interest in 
any form of property except joint bank 
deposits or building and loan shares, 
created after Aug. 20, 1955, shall be 
determined by dividing entire value by 
number of co-owners regardless of 
amount of contribution by any co-owner. 


Ch. 431: Provides that deeds in which 
two or more grantees are named as joint 
tenants shall vest estate in fee simple in 
such grantees with right of survivorship. 


MASSACHUSETTS 


Ch. 413: Relates to designation of 
voluntary administrator as legal repre- 
sentative of estate in connection with 
informal transfer of title or interest in 
motor vehicle. 


Ch. 418: Increases Registry of Pro- 
bate fees. 


MINNESOTA 


Ch. 194: Requires notice to attorney 
general where petition for administra- 
tion shows decedent left no spouse or 
kindred. 


MISSISSIPPI 


H.B. 36: Enacts new statute govern- 
ing rights of inheritance upon adoption. 


MISSOURI 


S.B. 137: Establishes reciprocal basis 
for rights of trust institutions in states 
which adjoin or next adjoin Missouri 
to act as fiduciary in Missouri. 


MontTANA 


Ch. 184: Sets new limit on amount of 
bond premium which fiduciary may re- 
cover as expense. 


NEVADA 


Ch. 117: Extends to executor or ad- 
ministration leave to petition for dis- 
tribution of estate after three months 
from issuance of letters. 


NEW HAMPSHIRE 


Ch. 113: Makes it incumbent on ex- 
ecutor or administrator to report, with- 
in six months, all transfers made in con- 





templation of death or to take effect in 
possession or enjoyment at or after 
death; to report all transfers during 
last two years of decedent life if value 
over five hundred dollars except bona 
fide sales; and to report all joint ten- 
ancies with name and address of sur- 
vivor; creates presumption that all 
deeds, grants or gifts made within two 
years—except bona fide transfers—shall 
prima facie be deemed to have been 
made in contemplation of death of 
grantor or donor. 


Ch. 142: Provides for payment of ex- 
penses by estate wherever Probate Judge 
at request of parties sits on days other 
than those fixed by statute. 


Ch. 160: Provides that charitable cor- 
porations may establish common trust 
funds. 


NoRTH CAROLINA 


S.B. 475: Provides for distribution to 
spouse (or distributees) of intestate 
estate not exceeding $50 after funeral 
expenses. 


H.B. 899: Provides that refund of Fed- 
eral income tax not exceeding $500 shall 
be sole property of surviving spouse 
who filed joint return with deceased 
spouse. 


OKLAHOMA 


H.B. 665: Amends provisions relating 
to appointment and bonding of guardian, 
and restoration to capacity. 


RHODE ISLAND 


Act 3495: Permits guardians to invest 
in stock of domestic building and loan 
association or federal savings and loan 
association doing business in state; pro- 
bate court may relieve guardian of re- 
quirement of surety on bond, within 
stated limitations, where deposit is made 
in bank or in such stock and evidence 
thereof is placed with court. 


TEXAS 


H.B. 618: Exempts employees’ trusts 
from rules against perpetuities and 
accumulations. 


UTAH 


S.B. 63: Provides that where sale of 
estate property is made with affirmative 
consent of widow, conveyance will pass 
her rights therein without joinder, but 
she shall be entitled to one-third of gross 
proceeds free of inheritance taxation 
and debts. 


WASHINGTON 


Ch. 30: Allows cost of premium on 
bonds. 


Ch. 45: Authorizes court having jur- 
isdiction over guardianship proceeding 
to transfer venue to another county. 
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Testator’s Corporation May Not 
Compel Executor to Account 


New York—Surrogate’s Court, Kings County 
Matter of Greenberg, N.Y.L.J., July 20, 1955. 


The testator owned all the stock of 
a corporation. Testator’s wife, as his 
sole beneficiary and executor, sold the 
corporate assets. Subsequently, a judg- 
ment was entered against the corpora- 
tion by the Industrial Commissioner of 
the State of New York for unpaid un- 
employment taxes. May the Commis- 
sioner compel the executor to account? 


HELD: The executor is not required 
to administer the corporate business as 
if it were part of the estate. Since the 
Commissioner is not a creditor of the 
estate but of the corporate entity, nor 
a person interested in the estate, he has 
no standing to compel an accounting. 


ACCOUNTING — Court — Effect of 
Order Approving Trustee’s Account 
as Against Minor Beneficiary 


California—District Court of Appeal 

Estate of Charters, 133 A.C.A. 412 (May 27, 

1955). 

Charters’ will provided for payment to 
his daughter Irene during her life of such 
amount monthly as, when added to pay- 
ments she might receive from insurance 
policies on the testator’s life, should 
amount to $200, with provision for inva- 
sion of principal if income was insuffici- 
ent. The will contained the following pro- 
Vision: 

“(3) My Trustee shall permit my 
daughter, Irene Marie Charters, and her 
guardian or such person as may be en- 
trusted with her care, to use and occupy 
my residence at 1745 North Vista Street, 
Los Angeles, California, for so long a 
time as they may desire without payment 
of rent and without deduction from any 
of the payments herein provided. * * *” 


Irene or her guardian was also given 
the use of furnishings, etc., in the house, 
and there was a provision that if she 
ceased to occupy the house the trustee 
should dispose of the personal property. 
Nothing was said as to what became of 
the real property in that event, or 
Whether there was any time limit on 
Irene’s right of use and occupancy. 

In 1947 the trustee filed its third ac- 
count current and reported the sale in 
1946 of the North Vista Street property, 
and the account was approved. The trus- 
tee was also Irene’s guardian. No order 
Was obtained from the guardianship 
court respecting the sale of the family 
tesidence. In 1953 the trustee filed a peti- 
tion for instructions as to what was to 
be done with surplus income which had 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING — Court — Creditor of 


accumulated in the trust, due in part to 
sale of the residence and reinvestment of 
the proceeds. 


HELD: (1) Irene, being a minor, was 
not bound by the court order approving 
the third account. “The law is settled that 
minors have the right to move to reopen 
an account affecting their property rights 
at any time before final distribution.” 


(2) The court correctly directed the 
trustee either to purchase a residence 
with suitable furnishings for Irene (who 
had in the meantime married) or to pro- 
vide her with a sum sufficient to rent a 
furnished home of the same value and 
quality. 


(3) The surplus income should be dis- 
tributed to Irene and not accumulated. 
It was not payable to the next eventual 
interest under Section 733, Probate Code, 
which provides for that disposition of in- 
come when it is not directed to be accum- 
ulated or otherwise disposed of. 


NOTE: The second and third hold- 
ings present no issue of general inter- 
est. The first holding reflected by the 
above quotation is stated in terms that 
seem entirely too broad. Probate Code 
Section 931 cited by the court relates 
only to the period of probate administra- 
tion, not to subsequent administration by 
trustees. The section applicable to the 
latter is 1128, which says that a decree 
upon a petition for instructions by a 
trustee when final shall be conclusive on 
all persons. Among California cases 
which have recognized the finality of 
decrees of distribution in probate are the 
following: Estate of Scrimger, 188 Cal. 
158, 166 (1922). Security-First National 
Bank of Los Angeles v. Superior Covrt, 
1 Cal. 2d 749 (1934). Willson v. Security- 
First National Bank of Los Angeles, 21 
Cal. 2d 705 (1943). Ormerod v. Security- 
First National Bank of Los Angeles, 21 
Cal. App. 2d 362 (1937). McLaughlin v. 
Security-First National Bank of Los 
Angeles, 20 Cal. App. 2d 602 (1987). 





Although the court seems to state the 
rule too broadly, the decision is believed 
to be correct due to the fact that the 
trustee was both trustee of the estate and 
guardian of the minor beneficiary. Hav- 
ing an interest in obtaining approval of 
its third account current, which reported 
the sale of the residence, it could not 
properly represent its ward, who by the 
sale was deprived of what may well have 
been a property right. 


Assets — Administration — Equit- 
able Conversion of Real Estate — 
Allowance for Minor Children 


Wisconsin—Supreme Court 
Estate of Dusterhoft, 270 Wis. 5. 


Estate consisted of personal property 
appraised at $2,008, and a home. In the 
course of administration the court au- 
thorized an allowance of $50 per month 
for each of testatrix’ two minor children, 
and allowed them to select personal prop- 
erty not exceeding $200 from the estate. 
The home was sold for $11,750, and the 
guardian ad litem petitioned for an addi- 
tional allowance for the minor children 
to the extent of $2,000. Relief was denied 
by the probate court which held that no 
part of the proceeds of sale of the real 
estate was subject to such an allowance. 


HELD: Reversed. The doctrine of 
equitable conversion by will, converting 
real estate into personal property, re- 
quires terms of the will placing a duty 
or obligation on the administrator to 
sell the real property. Here the will mere- 
ly authorized a sale in the discretion of 
the administrator. The doctrine therefore 
cannot be applied for lack of definiteness 
of testatrix’ intent that her real estate 
was to be converted into personalty at 
the time of her death. However, the trial 
court has authority, under Section 313.15 
(4) (a), Wis. Stats., to use the proceeds 
from the real estate for an allowance if, 
in the court’s discretion, an additional 
allowance is warranted. Esate of Duster- 
allowance is warranted. 
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CHARITABLE TRUSTS — Bequest to 
Charitable Corporation Upon 
Trusts Similar to General Purposes 
of Corporation Allowed Without 
Qualifying as Trustee 


Massachusetts—Supreme Judicial Court 
American Institute of Architects v. Attorney 
General, 1955 A.S. 579; June 3, 1955. 
Petition for a declaratory judgment to 

determine if it was necessary for the pe- 
titioner to be appointed trustee and qual- 
ify by giving bond in order to receive a 
legacy. The will gave the residue to the 
American Institute of Architects, of 
Washington, D. C., upon certain trusts 
and conditions, chiefly to provide scholar- 
ships and financial assistance to deserv- 
ing students of architecture, etc. The 
capital should be kept inviolate as long 
as the American Institute of Architects 
should endure, and not be transferred 
or distributed unless the American In- 
stitute of Architects ceased to exist. In 
that event it should be transferred to 
some organization most fitted to maintain 
the fund and carry out the trust. The 
general purposes of the Institute, as set 
forth in its charter, were substantially 
the same as those set forth in the will. 


HELD: The Institute did not take up- 
on a technical trust, but upon a quasi 
trust. Title to the gift vested in it upon 
a restriction that it be used only in the 
manner and for the purposes expressed in 
the will. Accordingly the executor could 
transfer the securities to the Institute 
directly and without the necessity that 
it qualify as trustee. 


COMPENSATION — Attorney’s Fee 
Not Payable Out of Estate 


California—District Court of Appeal 


Estate of Bullock, 133 A.C.A. 744 (June 13, 
1955). 


IN CALIFORNIA 





Appellant, an attorney, rendered ser- 
vices in connection with the estate, 
the services consisting in part of success- 
ful opposition to petition by executor 
seeking authority to continue a business 
alleged to belong to decedent. All primary 
beneficiaries under the will were repre- 
sented by their respective attorneys. Su- 
perior Court denied compensation to ap- 
pellant out of the estate. 


HELD: Affirmed. Rule permitting com- 
pensation out of the general fund does 
not apply where the other interested 
parties are represented by attorneys. 
Purpose of the various beneficiaries, al- 
though they did in fact protect, preserve 
and increase the estate, was to benefit 
themselves. Other services rendered by 
appellant in obtaining instructions from 
court to effect that estate and inheritance 
taxes were to be paid from corpus rather 
than income of decedent’s estate, while 
beneficial to present income beneficiaries, 
were prejudicial to remaindermen. 


CONFLICT OF LAws — Property Re- 
tains Status of Jurisdiction Where 
Acquired 


Texas—Court of Civil Appeals 
McClain v. Holder, 279 S.W. 2d 105. 


Dr. McClain had four children by his 
first marriage. He thereafter remarried 
and moved with his second wife to Okla- 
homa,. All property there acquired was 
through his efforts as a doctor and his 
wife’s efforts as a registered nurse. No 
children were born to them but they took 
the defendant, a granddaughter of the 
doctor, into their home at an early age 
and reared her. Dr. and Mrs. McClain re- 
turned to Texas to retire shortly before 
his death, bringing with them all of the 
property here involved. The doctor died 
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intestate and his widow retained all of 
their property. She died testate one year 
later, leaving all of her property to the 
defendant. Suit for partition was brought 
by the doctor’s four children. 


HELD: The property in controversy 
was impressed with its character of 
ownership under Oklahoma law, and it 
retained the status of “jointly acquired” 
property when it was brought into Texas, 
Such “jointly acquired” or “jointly 
owned” property is synonymous with 
property owned by the parties as tenants 
in common. The household furnishings 
and automobile therefore pass to the 
parties as follows: The widow’s one-half 
interest plus her one-third of the doc- 
tor’s interest, or two-thirds of the whole, 
to the defendant; two-thirds of the doc- 
tor’s interest, or one-third of the whole, 
to the plaintiffs. 


Trust certificates registered as fol- 
lows: “W. J. McClain or Lee McClain,” 
also were held by the doctor and his 
wife as tenants in common and therefore 
passed in the same manner and propor- 
tions as the other personal property. 


The Oklahoma presumption is_ that 
parties are tenants in common unless an 
instrument clearly shows on its face 
that such parties are to be joint tenants. 
Evidence of an intention of joint owner- 
ship cannot be shown by parol since the 
instrument does not even suggest sur- 
vivorship. 


DISTRIBUTION — Heirs of Non-Resi- 
dent Beneficiary Determined by 
Laws of Testatrix’ Domicile 


Michigan—Supreme Court 
In re Sewart Estate, 342 Mich. 491. 


Testatrix, a long time resident of 
Michigan, executed her will August 4, 
1949, and at the time of such execution, 
her husband was deceased and she had 
no descendents. Testatrix left Dora La- 
mont a share of her estate, the will pro- 
viding that if Mrs. Lamont predeceased 
testatrix and died intestate, such share 
should be distributed to the “heirs et law 
of such deceased person, in accordance 
with the laws of intestacy in force at the 
time of my death.” Mrs. Lamont did in 
fact predecease testatrix and at the time 
of her death she was a resident of Flor- 
ida, survived by her husband and several 
nieces and nephews. 


The executor brought a petition for 
construction. If testatrix intended the 
statutes of descent and distribution of 
Florida were to be controlling, then the 
husband would take the entire share of 
Mrs. Lamont; but if testatrix was refer- 
ring to the statutes of descent and dis- 
tribution in force in Michigan, then the 
husband would receive one-half of Mrs. 
Lamont’s share and the nephews and 
nieces the remaining one-half. The trial 
court held that the husband took the full 
share. 
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HELD: Reversed. The recipients of 
Mrs. Lamont’s share are to be deter- 
mined by the laws of descent and distri- 
bution of Michigan, the domicile of testa- 
trix. She is presumed to be familiar with 
the laws of her own State and is pre- 
sumed to be without specific information 
as to the statutes of descent and distribu- 
tion of other States, and accordingly a 
court in construing a will may not ignore 
this circumstance. 


JURISDICTION — Home Ownership 
and Voting Do Not Fix Domicile 


Pennsylvania—Supreme Court 
Reighard Estate, 381 Pa. 304. 


A petition was filed to probate dece- 
dent’s will in Blair County, Pennsylvania, 
which was resisted by his widow who 
claimed his domicile was in Florida. The 
evidence showed decedent had been born 
(in 1887) and raised in Blair County, 
maintained his bank account, kept his 
securities and carried on his financial 
transactions there, belonged to numerous 
organizations there, maintained a resi- 
dence that was open 12 months a year 
and referred to Blair County as his home 
in correspondence and in private records. 
Against this were the facts that in 1938 
he rented a small cottage in Florida at 
$6 a month and in 1950, the year of his 
death, he bought it. He spent his winters 
there, voted there and used Florida tags 
on his car. The lower court granted the 
petition and the widow appealed. 


HELD: Affirmed. The voting and other 
events in Florida were but fluttering 
leaves of transitory expression in no way 
affecting the trunk of the domiciliary tree 
whose roots were sunk deep in Pennsyl- 
vainia soil. The intent without the physi- 
cal facts to support the intent cannot 
create domicile. Decedent did not move his 
permanent establishment to Florida. 
Where one’s conduct shows his residence 
to be in one place, his expressed intention 
that it shall be in another place may not 
override the fact so as to locate it there. 


LIFE TENANT & REMAINDERMAN — 
Principal-Income Act not Applic- 
able to After-Acquired Securities 
in Pre-existing Trust 


Pennsylvania—Supreme Court 


Warden Estate, Legal Inielligencer, July 13, 
1955; decided June 27, 1955. 


A deed of trust was created in 1908 
in which settlor reserved the income for 
life and after her death to her children 
and issue of deceased children until the 
happening of certain contingencies at 
Which time the trust is to terminate and 
is to be distributed to her children and 
the issue of deceased children. In 1916 
an amendment provided that stock divi- 
dends should be considered principal. The 
Uniform Principal and Income Act of 
1945 provided the same thing. Settlor 
died in 1918. 


Aucust 1955 


The trustees received stock dividends 
on securities purchased after 1945. In 
1949, the Supreme Court, in Crawford 
Estate, decided that the Act of 1945 did 
not apply to trusts created prior to its 
enactment. The lower court, however, de- 
cided that the Act did apply to the se- 
curities purchased in the present trust 
after the passage of the Act. The deci- 
sion was appealed, but a few days before 
the appeal was argued, it was discovered 
that some of the securities in Crawford 
Estate were purchased after the date of 
the Act. The appeal was withdrawn and 
the lower court then reversed itself and 
followed Crawford Estate. Another ap- 
peal was then taken. 


HELD: Affirmed. The interest of the 
life tenants vested at the creation of the 
trust, and this vested interest, as previ- 
ously decided, cannot be extinguished by 
the Uniform Principal and Income Act. 
It would be a novel principle that the 
interest could be extinguished as to some 
securities and not as to others, depending 
on the date of purchase. The provision 
in the amendment to the deed as to stock 
dividends is void as an accumulation. 


Powers — Limitations — Power in 
Trustee-Beneficiary to Use Princi- 
pal does not Create Absolute Own- 
ership 


Pennsylvania—Supreme Court 
O’Brien Estate, 381 Pa. 322. 


Testator’s will created a trust of her 
residuary estate with broad powers in 
the trustee to expend principal and in- 
come for the support and maintenance 
of her three brothers. The trustee was 
the sole judge of the amounts so expended 
and he could require the brothers to ex- 
haust their own estates before expending 





any of the trust for them. He was author- 
ized to pay over all or any part of the 
corpus to one or more of the brothers at 
any time. In the event of the death of 
brother John, his widow was to receive 
support and maintenance from the trust. 
Her brother Philip, a beneficiary, was the 
named trustee. Brothers John and James 
and John’s widow are dead. James’ execu- 
trix petitioned the lower court for a 
declaratory judgment to prevent Philip 
from appropriating the estate and dissi- 
pating it under a claim of absolute own- 
ership. The lower court granted the peti- 
tion. Philip appealed. 


HELD: Affirmed. The authority to pay 
over corpus at any time was intended to 
enable the trustee to pay over whatever 
corpus the trustee deemed advisable for 
the support and maintenance of the 
brothers and sister-in-law and not to en- 
able the trustee to appropriate all of the 
corpus to himself unless it was necessary 
and advisable for his maintenance and 
support; nor did it make him absolute 
owner of the trust property. 


REAL PROPERTY — Purchaser from 
Heir Required to Exercise Dili- 
gence to Determine Absence of 
Will 

Tennessee—Supreme Court 

First Federal Savings and Loan Association of 

Memphis v. Dearth, 279 S.W. 2d 503. 

The owner of real property died in 
1951, leaving one son and his two minor 
children as her survivors. It was thought 
that she had died intestate, and three 
months after her death, her son and his 
wife applied for a mortgage loan on the 
real estate from the plaintiff bank. They 
represented that they had inherited the 
property and that there was no will. 
There was obtained an affidavit from the 
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attorney who had represented the family 
to the effect that there was no will and 
that the applicant for the loan was the 
only son and heir-at-law of the decedent. 
The bank did not obtain a title policy. 

The son died in 1953, and shortly there- 
after the family attorney informed the 
bank that a will of the mother had been 
discovered, in which she devised her son 
a life estate only, with remainder to his 
two minor children. The bank promptly 
filed the present action for declaratory 
judgment, seeking an adjudication that 
its mortgage was a first lien upon the 
property and was binding upon the minor 
children. It also sought to foreclose the 
mortgage. The chancellor held that the 
bank had a valid first lien. The Court of 
Appeals reversed. 

HELD: Court of Appeals affirmed. The 
bank cannot be held to be a bona fide pur- 
chaser for value so as to have a valid 
title against the minor remaindermen. 
The mortgage was executed only three 
months after the death of the decedent. 
The will of decedent had been discov- 
ered by the family attorney eight months 
after her death. The heir of a person 
who has supposedly died intestate can 
convey property and defeat the benefi- 
ciary under a subsequently discovered 
will only after a reasonable time has 
elapsed since the death of the decedent. 
A reasonable time had not elapsed here, 
and the bank cannot be held to have ex- 
ercised reasonable diligence. 
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TERMINATION — Life Beneficiary’s 


Renunciation Does Not Destroy 
Trust 


New York—Surrogate’s Court, Kings County 
Matter of Goldberger, N.Y.L.J., July 5, 1955. 


The testator’s husband renounced his 
interest as life beneficiary of a testa- 
mentary trust. The will did not provide 
for the disposition of the remainder. It 
was sought to accelerate the distribu- 
tion of the remainder to the testator’s 
sole distributees, the husband and two 
children. 


HELD: Under New York law (Real 
Property Law, Sec. 96; Personal Prop- 
erty Law, Sec. 15) a trust may not be 
destroyed by the parties or by the court. 
The life beneficiary may renounce his 
interest, but the trust does not termin- 
ate. The trust income is payable to the 
testator’s distributees. 


SPOUSE’S RIGHTS -— Claims against 


Inter Vivos Transactions of Hus- 
band 


Massachusetts—Supreme Judicial Courts 
Charest v. St. Onge, 1955 A.S. 589; June 3, 
1955 (Two cases). 

The first case was a suit by the widow 
of A as trustee under his will to re- 
cover real estate standing in the name 
of the defendant on the ground of a 
resulting trust. The bill alleged that A 
connived with the bank.to foreclose its 
mortgage of the property. Then he 
bought the property from the bank, tak- 
ing title in the name of the defendant. 
She gave a mortgage for $40,000 to the 
bank, which A guaranteed and later 
paid. The whole transaction was for his 
convenience and to place the property 
beyond the control of the wife. 


HELD: The allegations were not suf- 
ficient to establish a resulting trust. The 
defendant gave her own note to the 
bank, and there was no allegation that 
he agreed to pay the loan. His guaranty 
of the loan and subsequent payment of 
the mortgage could not avail in the ab- 
sence of an agreement that this was the 
contemplated consideration. 


The second case was a suit by the 
widow as administratrix c.t.a. to recover 
certain personal property from the de- 
fendant and to establish title to the 
stock in a corporation referred to as 
“Atlantic.” The bill alleged that A trans- 
ferred substantial blocks of his Atlantic 
stock to the defendant at a time when 
he was beset with possible financial dif- 
ficulties. He did this to get it out of 
reach of his wife and others who might 
try to reach it, not intending that the 
defendant should have the beneficial in- 
terest in it. Later she elected herself 
president and treasurer in his place and 
collected $27,062 in those capacities. 
Later A was adjudged insane and a 
guardian was appointed. The guardian 
demanded a return of the stock and 





money from the defendant, but she re- 
fused. 


HELD: The demurrer could not be 
sustained to this ‘bill, since part of it 
stated a good cause of action. While the 
administratrx could not take advantage 
of a claim that the transfer was in fraud 
of creditors or in fraud of herself, she 
did allege that the defendant received 
for safe keeping personal property which 
she has refused to turn over to A’s per- 
sonal representative. A husband can 
transfer personal property for the pur- 
pose of preventing his wife from getting 
any of it, but it must be a real trans- 
action, and the wife is entitled to try 
to prove her case if she can do so with- 
out reliance on the fraud either against 
her or his creditors. 


WILLs — Construction — Annuitants 
not Permitted to Take Corpus 


Florida—Supreme Court 

Morgenthaler v. First Atlantic National Bank, 

80 So. 2d 446. 

Testatrix’ will and codicil devised the 
residue of her estate to a trustee. Broad 
powers were given the trustee with 
reference to management and investment 
of the trust estate. The trust terminated 
three years after the death of testatrix 
and trustee was directed to then apply 
the net proceeds of the trust estate to the 
purchase of separate full refund life an- 
nuities for the beneficiaries who were 
nephews of the testatrix. 


During the period of administration 
two nephews who were provided with an- 
nuities in the will and codicil filed separ- 
ate petitions before the Probate Judge 
entitled “Petitioners Election to Take 
Corpus of Estate Instead of Annuity.” 
The petitions were filed upon the theory 
that each of the petitioners was the ab- 
solute owner of the sum to be used for 
the purchase of his annuity, and that 
he was entitled to insist that the an- 
nuity should not be purchased. This is 
commonly referred to as the English 
Rule and petitioners contended that the 
Rule existed in Florida because of this 
State’s adoption of all of the Common 
Law of England existing on July 4, 


1776 (Section 2.01, Florida Statutes, 
1951). 
The Probate Court held that the 


nephews were not entitled to the corpus 
but that the annuities shouid give them 
free range to sell, encumber or other- 
wise dispose of the annuities. The Cir- 
cuit Court affirmed the holding that the 
nephews were not entitled to the corpus 
but reversed the Probate Court finding 
that they should be permitted to deal 
with the annuities, after purchase, as 
their own property. 


HELD: Affirmed. The Court declined 
to investigate the question of whether 
the English Law was translated into the 
Florida Law by the adoption of the 
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English Common Law existing on July 
4, 1776. Rather, the Court applied its 
cardinal rule of construction that the in- 
tent of the testatrix must prevail, indi- 
cating that such intent would override 
the English Rule even if it had been 
adopted in this State. It was the duty of 
the executor to carry out that intent 
and see that, when he purchases each 
annuity, the contract is so worded that 
the beneficiary may not defeat the in- 
tent of the testatrix by selling or other- 
wise disposing of the annuity. In effect, 
the annuity should have spend-thrift pro- 
visions. 


NOTE: Testatrix’ will was originally 
executed as a reciprocal will with her 
sister, both wills being identical in most 
material respects and providing for the 
co-mingling of the estates. The same 
nephews were provided for but the an- 
nuities to be purchased provided a fixed 
income less in amount than would be 
produced by the annuities provided in 
the codicil to testatrix’ will. The sister 
predeceased testatrix and the codicil ex- 
pressly recognized the reciprocal nature 
of the former wills but recited there was 
no contract requiring the wills and ex- 
pressing the belief that the sister would 
concur in the change. The question of 
whether testatrix had the right to re- 
cede from the reciprocal arrangement 
was not presented or passed upon by the 
Court. 


WILLs — Construction — Bequest to 
“Heirs” Signifies Persons Who at 
Time of Testator’s Death Would be 
Entitled to Take Under Statutes of 
Descent 


Rhode Island—Supreme Court 


Industrial Trust Co. v. Wagenhauser, 114 A. 
2d 390. 


Testatrix’s will provided that if she 
should predecease her brother, her resi- 
duary estate was to be placed in trust to 
pay him $20 a week for life, and upon 
his death the trust should terminate and 
the principal remaining after payment 
of certain legacies “. .. distributed among 
... [her] legal heirs .. .”. Testatrix died 
leaving her brother as her sole heir and 
at the brother’s death there remained a 
substantial portion of the principal to be 
distributed. A bill in equity for the con- 
struction of the will was filed, on the 
question as to what date-.the heirs were 
to be determined. 


HELD: In the absence of a clearly 
indicated contrary intent in the will, 
a bequest to “heirs” is presumed to mean 
the testatrix’s heirs at the date of her 
death. The court followed the rationale 
of Starrett v. Botsford, 64 R. I. 1, 9 A. 
2d 871 (1939), where in a substantially 
identical situation the court held that 
the testator had created a vested re- 
mainder in his heirs at the time of his 
death, and that the direction that the 
remaining trust principal “shall be di- 
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vided” among his legal heirs upon the 
termination of the trust did not furnish 
sufficient ground for holding that the 
testator clearly intended to annex fu- 
turity to the vesting of the gift. The fu- 
turity denoted by these words relates 
merely to the time of enjoyment and not 
to the vesting of the devise. If testatrix 
intended that her brother be excluded 
from distribution of the balance of the 
trust fund, her actual intent has not been 
made clear by the testamentary language 
used. 


WILLs — Construction — Computa- 
tion of Marital Trust 


Georgia—Supreme Court 
McClelland v. Johnson, 86 S.E. 2d 97. 


The will set up a trust, for the bene- 
fit of the widow, of one-half of the 
“remainder of my estate to be deter- 
mined after the payment of funeral and 
administration expenses, claims and 
debts, but before the deduction of estate 
or inheritance taxes.” This amount was 
to be reduced by “one-half the value of 
all interest in property which passes to 
my said wife under the provisions of 
Items Two and Three, and by operation 
of law as surviving tenant or otherwise, 
and also by one-half the amount of all 
proceeds of insurance received by my 
said wife to the extent that such inter- 
est in property and such insurance pro- 
ceeds shall be includible in determining 
the value of my gross estate for Federal 
estate tax purposes and shall qualify for 
the marital deduction under the Internal 
Revenue Code of the United States.” 
(italics court’s). The rest of the estate 
was placed in a second trust, called the 
“residuary trust,” the income of which 
was to be paid to the widow during her 
lifetime, with the principal passing to 
the testator’s daughter and her children 
(who are now minors). 


In this petition for construction it was 
alleged that there was an ambiguity in 
determining the method of computing 
the amount that was to be placed in the 
first trust. The trial judge ruled as 
follows: use the entire estate, passing 
both outside the will and through the 
executors, take one-half of this amount, 
and subtract one-half the value of the 
property passing directly to the wife. 
The guardian ad litem for the minors 
excepted, asserting that the judge should 
have taken one-half of the gross estate 
as in the judge’s method, and subtract 
the total amount of the property pass- 
ing directly to the wife. 


HELD: Affirmed. The word “one-half” 
should .be given effect just as it was 
given by the trial court. There is noth- 
ing to establish that any different testa- 
mentary plan was intended by the testa- 
tor. The will as written is without am- 
biguity in so far as the word “one-half” 
appears in the testamentary plan. 


—Staff Digest 


WILLS — Construction — Contingent 
Remainders Created 


Texas—Supreme Court 
Guilliams v. Koonsman, 279 S.W. 2d 579. 


Will devised to son Alvin “all of my 
undivided interest in... my real proper- 
ty ... which I may own at the time of 
my death, and to his child or children 
if any survive him, and in the event of 
Alvin’s death without issue surviving 
him, then to my son and daughter, Jesse 
J. Koonsman and Mrs. Cora Guilliams, 
share and share alike, and to their heirs 
and assigns forever.” Alvin brought a 
suit fox construction. 


HELD: (1) The words “and to his 
child or children if any survive him” 
following the devise to Alvin limited Al- 
vin’s interest to a life estate, and 
operated to make the remainder to be 
taken by the child or children of Alvin 
contingent rather than vested. By other 
paragraphs of his will the testator 
granted defeasible fees by using the 
usual language for such purpose. There- 
fore the different language used in the 
quoted paragraph evidenced another in- 
tention. Furthermore the words “if any 
survive him” indicate that Alvin’s chil- 
dren were to take in succession to him 
rather than as cotenants with him. Such 
language also requires survival of Al- 
vin’s child or children as a condition 
precedent to the vesting of the remainder, 
and thus the remainder is contingent. 
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(2) The estate devised to Jesse and 
Cora is an alternative contingent re- 
mainder because it takes effect only in 
the event Alvin dies “without issue sur- 
viving him.” 


(3) The word “issue” is used inter- 
changeably with the word “children” and 
means child or children. 


WILLs — Construction — Remain- 
ders Were Transmissable Execu- 
tory Devises 


North Carolina—Supreme Court 
Seawell v. Cheshire, 241 N. C. 629. 


Action against the trustee and a 
claimant for direction to the trustee 
to distribute funds to the plaintiffs. 
The will devised and bequeathed certain 
property to the executors and trustees 
for the benefit of the testator’s only 
son EMH to pay him such part of the 
net annual income as they deem proper 
for his education, support, maintenance 
and needs, etc., “and after his death 
convey what may be in their hands to 
his children, if he has lawful issue, in 
fee, and if he has no lawful issue then 
convey 2/5 thereof to C and 1/5 each 
to HJ, JJ and JH.” The will alse gave 
the executors and trustees plenary 
powers of investment with a recom- 
mendation of investment in improved 
real estate. If the estate should be in- 
vested in real estate the son was given 
the power to manage it and to collect 
the rents after attaining the age of 21. 


The testator died in 1889. The son 
attained age 21 in 1900 and died in 
1953. No part of the trust property was 
ever invested in real estate. The son 
received the income of the trust annu- 
ally until his death. All of the named 
remaindermen predeceased him. The 
plaintiffs were their descendants and 
collateral heirs. The defendants were 
the trustee and the executrix and widow 
of EMH. 


HELD: The plaintiffs are entitled to 
the property. The interest of EMH was 
a life interest in the income. The inter- 
ests of the persons designated to take 
upon the death of the son without issue 
were executory devises which vested in 
the named takers at the death of the 
testator and were transmissable by 
death under the Act of 1827, now G. S. 
41-4. Neither the executrix of EMH nor 
his widow has any interest in the prop- 
erty. 


WILLs — Construction — Furnish- 
ings in Hotel Owned by Testator 
Not Included in Bequest of Per- 
sonal Effects 


New York—Surrogate’s Court, New York Co. 
Matter of Shanberg, N.Y.L.J., July 6, 1955. 


The testator 
clothing, 


bequeathed 
personal effects, 


“jewelry, 
automobiles 
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and all other tangible personal property 
which I may own at the time of my 
death” to his wife. Does the bequest in- 
clude hotel furnishings and equipment 
in a hotel owned by the testator? 


HELD: The hotel furnishings and 
equipment are not included in the be- 
quest; they are essential to the contin- 
uation of the hotel business and pass as 
part of the business. 


WILLs — Probate — Beneficiary Un- 
der Alleged Prior Will Not Entitled 
to Contest Without Establishing 
Prior Will 


‘Tennessee—Supreme Court 
Warmath v. Smith, 279 S.W. 2d 257. 


The wife of plaintiff devised her real 
property to named beneficiaries. Plaintiff 
and his wife had no children, and under 
the law of Tennessee a surviving hus- 
band has no interest in real property of 
his wife unless issue have been born to 
the marriage. Plaintiff averred, however, 
that the will of his wife was invalid be- 


cause of lack of mental capacity, and 
further alleged that she had made a 
prior will devising all of her property to 
him. He accordingly sought to contest 
the later will. He did not produce the 
earlier will, however, alleging that he did 
not know whether it was in existence, 
and had taken no steps to establish it 
as a lost will by proper proceedings. The 
trial court held the plaintiff had no 
standing to contest the later will. 


HELD: Affirmed. Only such persons as 
would be entitled to share in an estate 
if there were no will, or if the will were 
set aside, are entitled to attack its valid- 
ity. A person claiming under an alleged 
prior will, which has been lost or de- 
stroyed, may contest a later will only if 
he has previously commenced proceedings 
in equity to establish such prior will. In 
the present case, the surviving husband 
is a total stranger to the real estate of 
his wife, and having taken no steps to 
propound the alleged earlier will, he has 
no standing to contest the one offered 
for probate. 
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